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To  get  full  measure  from  the  resources  available 
to  us,  we  must  have  all  the  necessary  management 
information.  We  must  have  financial  systems  that 
illuminate  every  level  and  stage  of  decision-making: 
from  the  first  level  supervisor  to  the  President  and 
the  Congress,  from  the  long-range  forecast  to  the 
critical  post-audit.  Nothing  less  will  let  us  go 
forward  with  programs  that  provide  the  most  benefit 
for  the  taxpayer's  dollar.1 

--Richard  M.  Nixon 
August  12,  1969 


Chapter  1 
INTRODUCTION 


Problem  Definition 


In  the  past  few  years,  leading  authorities  in 
financial  management  systems  have  expressed  increasing  con¬ 
cern  over  the  effective  and  efficient  management  of 
resources  within  the  Department  of  Defense  (DOD).  Robert  N. 
Anthony  made  the  following  comment  in  a  recent  address: 

The  difficulty  of  defining  objectives,  of  deciding 
on  the  resources  required  to  reach  objectives,  and  of 
measuring  the  efficiency  and  effectiveness  with  which 
the  organizations  perform  to  meet  objectives  is,  I 
believe,  the  most  serious  management  problem  in  a 
nonprofit  organization.^ 


\j.S. ,  President,  1969-  (Nixon),  Memorandum  for 
the  Heads  of  Departments  and  Agencies  (Washington:  Govern¬ 
ment  Printing  Office,  1969'),  pV^l". 

^Robert  N.  Anthony,  "Can  Nonprofit  Organizations  Be 
Well  Managed?"  speech  delivered  as  Distinguished  Men  of 
Management  Lecture,  Boston  University,  February  18,  1971. 
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The  DOD  has  developed  various  resource  management 
systems  which  are  oriented  to  the  needs  of  management  at  all 
levels  and,  at  the  same  time,  which  provide  information 
required  by  the  Congress,  Bureau  of  the  Budget,  Treasury 
Department,  and  other  government  agencies.1  In  particular, 
the  Priority  Management  Efforts  System  (PRIME)  has  estab¬ 
lished  a  reporting  structure  to  aid  operating  managers  in 
the  utilization  of  resources  available  to  them  in  accom¬ 
plishing  their  mission  objectives  at  the  lowest  overall  cost 
to  the  taxpayer.  The  essential  problem  to  be  considered  is 
the  determination  of  whether  or  not  the  management  reports 
currently  utilized  at  Air  Force  wing/base  level  are  adequate 
for  efficient  and  effective  resource  utilization. 


Background 


Foundations  of  Resource  Management  Systems 

The  development  of  resource  management  systems  is 
actually  a  continuation  of  efforts  begun  in  1949.  Founda¬ 
tions  for  the  Defense  Department's  financial  management 
systems  were  laid  by  amendments  to  the  National  Security  Act 
of  1947  and  by  the  Budget  and  Accounting  Procedures  Act  of 
1950,  growing  out  of  the  first  Hoover  Commission  recom¬ 
mendations.  In  addition  to  establishing  the  Comptroller  of 
Defense,  the  National  Security  Act  Amendment  of  1949 
authorized  performance  budgeting  throughout  the  DOD.  The 


u.S.  Department  of  Defense,  Resource  Management 
Systems  of  the  Department  of  Defense,  POP  Instruction  7000. 1 
(Washington:  Government  Printing  Office,  1966),  p,  4, 


^&^T^^!it^»i%»irftr^ - 1,  , _ _ _ .  _ _  _  _ 


Budget  and  Accounting  Procedures  Act  of  1950  enabled  the 

Appropriations  Committees  to  realign  the  DOD  appropriations 

structure  from  over  one  hundred  accounts  into  a  streamlined 

structure  of  approximately  forty  accounts  grouped  into  five 

1 

major  categories. 

The  second  Hoover  Commission  made  a  further  examina¬ 
tion  of  DOD  management  practices  in  1955  and  found  that  the 
system  in  use  placed  emphasis  upon  the  ability  of  organi¬ 
zational  units  to  expend  no  more  than  predetermined  ceilings. 
The  Commission  further  noted  that  the  ability  to  live  within 
such  ceilings  was  no  real  gauge  of  performance  and  that 
accounting  systems  which  disclose  all  costs  were  essential 
to  effective  management.  Some  of  the  recommendations  of  the 
Commission  were  subsequently  enacted  in  .1956  as  Public 
Law  863.  This  act  contained  three  sections  pertinent  to 
federal  government  financial  management.  First,  it  required 
that  appropriation  requests  be  developed  from  cost-based 
budgets.  Second,  the  act  specified  support  of  budget 
justifications  by  information  on  performance  and  program 
costs  by  organizational  unit.  Third,  the  act  called  for  the 
maintenance  of  accounts  on  an  accrual  basis  to  show 
resources,  liabilities,  and  costs  of  operations  of  each 


^U.S.  Department  of  Defense,  Office  of  the  Assistant 
Secretary  of  Defense  (Comptroller),  A  Primer  on  Project 
PRIME  (Washington:  Government  Printing  'Office', ~  1966), '  p.  2. 

P 

U.S.  Department  of  Defense,  A  Primer  on  Project 
PRIME,  pp.  2-3.' 


k 

agency  to  aid  in  the  preparation  of  cost-based  budgets.1  • 
During  this  same  period,  Wilfred  J.  McNeil,  the 
first  comptroller  of  the  DOD,  developed  what  he  called  a 
’’Performance  Type  Budget”  which  provided  a  basis  for  most 
of  the  concepts  that  are  applied  today.  Much  of  the  develop¬ 
ment  and  implementation  of  resource  management  systems  can 

p 

be  attributed  to  the  task  begun  by  Mr.  McNeil. 

In  1961,  under  Secretary  of  Defense  Robert  S. 

McNamara’s  direction,  Assistant  Secretary  of  Defense 

(Comptroller)  Charles  J.  Hitch  implemented  the  Planning- 

Programming  -Budgeting  System.  The  basic  concept  of  the 

programming  system  was  to  integrate  the  multi-year  planning 

system  and  the  one  year  budget  system  then  in  use.  This 

was  accomplished  initially  by  analyzing .  the  military  plans 

for  the  next  eight  years,  performing  a  rough  cost  estimate, 

analyzing  again  and  then  deciding  which  forces  could  be 

eliminated  from  the  plan.  The  first  five  years  of  the 

resulting  plan  were  then  subjected  to  a  detailed  costing 

exercise  resulting  in  the  development  of  the  first  five 

year  plan,  which  served  as  the  basis  for  subsequent  decisions 

3 

and  modifications.  These  changes  helped  the  DOD  make  major 

Chauncey  H.  Dean,  Jr.,  Defense  Financial  Management 
(Unpublished  preliminary  textbook,  School  of  Systems  and 
Logistics,  Air  Force  Institute  of  Technology,  Wright- 
Patterson  Air  Force  Base,  Ohio,  1970),  p.  10-8. 

p 

U.S.  Department  of  Defense,  A  Primer  on  Project 
PRIME,  p.  3. 

3 

•'Calvin  R,  Nelson,  ’’The  Planning-Programming- 
Budge  ting  System  -  Updated,”  Speech  delivered  before  the 
Senior  Servico  School,  Financial  Management  Symposium, 

July  8,  1969. 
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strides  forward  In  the  systematic  identification  of  ob¬ 
jectives  and  determination  of  resources  required,  but  they 
did  not  directly  affect  the  operating  management  of  re¬ 
sources.  This,  now,  is  the  task  of  resource  management 
systems. 


Resource  Management  Systems  in  the  POD 

Resource  management  systems  include  ’’all  procedures 
for  collecting  and  processing  recurring  quantitative  infor¬ 
mation  that  (1)  relates  to  resources  and  (2)  is  for  the  use 
of  management."  Resources  as  mentioned  here  include  men, 
materials,  services,  and  money.  All  non-systems  such  as 
one-time  collections  of  data,  submission  of  test  reports, 
and  exchange  of  correspondence  are  excluded  from  this 
definition.1 


ing: 


DOD  resource  management  systems  include  the  follow¬ 


1,  Programming  and  budgeting  systems. 

2.  Systems  for  management  of  resources  for 


operating  activities. 


assets. 


3.  Systems  for  management  of  inventory  and  similar 

I4..  Systems  for  management  of  acquisition,  use,  and 


disposition  of  assets.' 


^U.S.  Department  of  Defense,  Resource  Management 
Systems  of  the  Department  of  Defense,'  pp.'  1-2.'" 

2Ibid.,  p.  2. 
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The  primary  objectives  of  the  DOD  resource  manage¬ 
ment  systems  are: 

1.  To  provide  managers  at  all  levels  within  the 
DOD  with  information  that  will  help  them  assure  that  re¬ 
sources  are  obtained  and  used  effectively  and  efficiently  in 
the  accomplishment  of  DOD  objectives. 

2.  To  provide  information  that  is  useful  in  the 
formation  of  objectives  and  plans. 

3.  To  provide  data  to  support  program  proposals 
and  requests  for  funds. 

1}..  To  provide  a  means  of  assuring  that  statutes, 
agreements  with  Congressional  committees,  and  other 
requirements  emanating  from  outside  the  DOD  relating  to 
resources  are  complied  with.1 

DOD  Directive  7000.1  further  states  that  systems 
for  management  of  resources  of-  operating  activities  will: 

1.  Focus  on  outputs  and  resources  used,  i.e., 
expenses. 

2.  Focus  on  managers  who  are  responsible  for 
effective  and  efficient  use  of  resources. 

3.  Focus  on  actual  performance  in  relation  to 
planned  performance. 

4*  Use  expense  operating  budgets  and  accounting  as 
a  primary  aid  in  management  control  at  each  organizational 
level. 


a»,»te-»TiM......  _  _  _ _ _ _ -,  ,„., 
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Project  PRIME 

When  Robert  N.  Anthony  was  appointed  Assistant 

Secretary  of  Defense  in  1965>  his  task  was  to  make  major- 

changes  in  programming,  budgeting,  and  accounting  systems 

so  that  these  systems  would  be  more  useful  to  managers  at 

all  organizational  levels.  This  portion  of  the  Resource 

1  2 

Management  Systems  effort  was  named  Project  PRIMS.  ’ 

During  this  same  time,  a  memorandum  from  President  Johnson 
urged  all  departments  and  agencies  to  accelerate  the  pace  of 
the  Joint  Financial  Improvement  program.  The  memorandum 
specifically  requested  each  agency  to: 

1.  Assure  that  financial  reports  and  cost  data 
provided  adequate  support  for  the  planning-programraing- 
budgeting  system. 

2.  See  that  the  agency* s  managers  are  given  the 
basic  tools  they  need  -  responsibility  centered  cost 
based  operating  budgets  and  financial  reports  -  for., 
setting  and  achieving  maximum  cost  reduction  goals. 

Shortly  thereafter,  Robert  S.  McNamara  issued  the  following 

instructions  to  the  military  departments  and  other  defense 

agencies: 

Management  reports  will  be  structured  in  terms 
of  organizational  responsibility  and  will  relate 


4 


V.S. 

PRIME,  p.  i..* 


Department  of  Defense,  A  Primer  on  Project 


p 

According  to  Professor  Chauncey  H.  Dean,  the 
acronym  " PRIME"  has  been  dropped  from  general  usage  because 
its  overexposure  in  the  early  stages  of  implementation 
negatively  affected  acceptance  of  the  program  by  Air  Force 
managers. 


^U.S.  Department  of  Defense,  Office  of  the  Assistant 
Secretary  of  Defense  (Comptroller),  Resource  Management 
Systems:  Project  PRIME  (V/ashington:  Govexuxmcnt  Printing 

toceTTW);  ‘  pry; . 
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actual  performance  to  planned  performance  and  actual 
expenses  to  planned  expenses.1 

Project  PRIME  and  the  other  management  changes  that 
have  been  made  within  the  DOD  in  the  last  two  decades  have 
been  evolutionary  and  pragmatic.  The  nature  of  defense 
activities  has  required  innovation  and  change  in  the  manage¬ 
ment  environment  to  keep  pace  with  technological  advances, 

p 

changing  strategic  considerations,  and  national  policy.  In 
recognition  of  the  dynamic  defense  environment.  Project  PRIME 
had  the  following  primary  objectives: 

1.  Integrate  programming,  budgeting,  and  accounting 
through  uniform  account  classifications. 

2.  Include  in  a  single  integrated  financial  system 
all  the  costs  each  organization  incurs  in  accomplishing  its 
mission. 

3.  Provide  an  historical  basis  for  estimating  the 
costs  of  future  programs. 

k*  Relate  inputs,  or  costs,  to  the  outputs,  or 

q 

benefits,  of  each  organizational  unit. 

"Hj.S,  Department  of  Defense,  Office  of  the  Secretary 
of  Defense,  Memorandum  for  the  Secretaries  of  the  Military 
Departments, ‘"Chairman  of' 'the  Joint:  Chiefs  of  Staff  ,  Director 
of  'Defense  Research  and  Engineering,  Assistant  Secretaries 
of  Defense,  Assistants  to  she  Secretary  of  Defense,  and 
Directors  of  the  Defense  Agencies  (Vi’ashington:  Government 
Printing  Office,  1966),  June  13,  1966. 

p 

U.S.  Department  of  Defense,  A  Primer  on  Project 
PRIME,  p,  1. 

^Conrad  P.  Petersen,  "Project  PRIME  Update,"  speech 
delivered  before  the  Senior  Service  School  Financial 
Management  Symposium,  July  8,  1961. 


5T,  »s *** ‘ ' •  .  *  *■*  '/  v  - 
v 

^BjiS^SSBJgBacarwi... . . 
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Project  PRIME  concentrated  on  operating  resources, 
as  contrasted  with  investment  resources.  Furthermore,  it 
'  was  concerned  with  resources  that  were  financed  under  the 

.  Operations  and  Maintenance  end  Military  Personnel  appro- 

■j 

priations.  The  focus  of  PRIME  was  on  expenses,  that  is, 

on  the  resources  consumed  by  organizational  units  in  carrying 

out  their  mission.  For  many  years,  the  programming  system 

had  attempted  to  show  expenses  by  program  element,  but  the 

budgeting  and  accounting  systems  had  not.  Numerous  problems 

in  the  management  of  DOD  resources  resulted  because  of  the  • 

non-compatibility  of  these  systems.  Where  functional 

managers  in  the  conventional  budgeting  and  accounting  systems 

were  charged  with  only  15$  to  20$  of  the  resources  actually 

used,  the  long-range  goal  under  PRIME  was  to  charge  an 

organizational  unit  with  100$  of  the  measurable  expenses 

2 

that  it  incurred. 

Project  PRIME  was  intended  to  help  the  operating 
managers  who  actually  got  the  job  done  and  who  ultimately 
decided  how  resources  were  to  be  used.  The  system  was  also 
designed  to  increase  the  manager’s  flexibility  in  deciding 
what  resources  to  use.  Furthermore,  the  system  meant  to 
encourage  managers  to  think  about  such  things  as  the  best 
balance  between  military  personnel,  civilian  personnel, 

‘  Robert  N.  Anthony,  ’’The  What  and  V/hy  of  Project 

PRIME,”  speech  delivered  in  the  Defense  Management  Systems 
4  Course,  Naval  Post-Graduate  School,  Monterey,  California, 

August  5>,  1966. 

2Ibid. 
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or  the  optimum  degree  of  mechanization  that  could  he  in¬ 
corporated  in  his  organization.  Finally,  Project  PRIME 
hoped  to  motivate  managers  to  he  more  concerned  about  the 

•7 

effective  and  efficient  use  of  resources.* 

Perhaps  the  single  most  important  concept  developed 
under  PRIME  was  the  matching  of  the  output  produced  hy  an 
activity  with  the  costs  incurred  (or  resources  used)  in 
producing  that  output.  The  matching  of  revenues  and  ex¬ 
penses  in  industry  has  for  years  been  meaningful  as  a  per¬ 
formance  measurement  because  revenue  is  the  benefit  sought 
in  the  incurrence  of  expenses  by  a  business  enterprise. 
However,  standards  that  are  useful  in  describing  and 

p 

measuring  government  activity  must  take  on  a  different  form. 
In  the  DOD,  output  measures  are  currently  being  developed, 
tested,  and  implemented  to  allow  performance  evaluation  of 
operating  activities. 

The  significance  of  this  development  lies  in  the 
fact  that  operating  managers  will  be  able  to  relate  efforts 
to  accomplishments.  Specifically,  a  reporting  system  that 
incorporates  stabilized  and  validated  output  measures  permits 
the  manager  to: 

1.  Accumulate  costs  and  performance  data  over  a 

■^Steven  Lazarus,  "Planning -Programming -Budgeting 
Systems  and  Project  PRIME,"  Defense  Industry  Bulletin,  Vol. 

3»  No.  1  (January,  1967)»  p.  31. 

2 

Lennis  M.  Knighton,  "Performance  Evaluation  and 
the  Matching  Concept  ir.  Government  Accounting,"  The  Federal 
Accountant,  Vol.  18,  No.  3  (September,  1969 ),  pp.  95-98. 
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period  of  time  for  trend  analysis. 

2.  Demonstrate  improvements  in  production  with 
consistent  relationships  to  costs. 

3*  State  precisely  what  additional  resources  would 
be  needed  to  produce  a  specific  change  in  output.1 

Various  reporting  systems  have  evolved  and  are  in 
use  within  the  DOD  in  order  to  accomplish  the  objectives  of 
resource  management  systems  and  to  otherwise  assist  managers 
in  the  effective  and  efficient  use  of  resources.  This 
research  effort  has  been  directed  toward  an  evaluation  of 
one  particular  management  reporting  system  within  this 
environment. 


The  Importance  of  the  Study 

This  study  was  primarily  intended  to  help  operating 
managers  gain  a  better  under  standing  of  the  background, 
characteristics,  and  usefulness  of  the  wing/base  level  re¬ 
source  management  reports  that  have  resulted  from  Project 
PRIME.  Many  managers  tend  to  look  upon  financial  management 
as  just  another  "thorn  in  the  side,"  interfering  with  their 
day-to-day  operating  responsibilities.  However,  the  com¬ 
peting  needs  for  our  limited  resources  make  it  essential 
that  we  use  them  as  wisely  as  possible.  Today’ 3  operating 
managers  must  recognize  the  value  of  and  know  how  to  use  the 
management  reports  that  are  part  of  the  present  financial 

t 

Vincent  J.  Klaus,  "Budgeting  by  Output,"  Defense 
Management  Journal,  Vol.  £,  No.  2  (Spring,  1969),  pp.  42-43 • 
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management  systems.1  Some  serious  objections  have  been 
raised  to  the  new  financial  management  systems  concerning  a 
possible  conflict  between  cost-cutting  and  military  respon¬ 
sibilities.  Whereas  an  operating  manager's  first  priority 
ha3  remained  that  of  carrying  out  his  assigned  mission,  he 

i 

can  no  longer  avoid  his  responsibilities  to  employ  available 
resources  as  effectively  and  efficiently  as  possible.  A 

defense  manager  must  be  able  to  make  the  same  kinds  of  : 

* 

informed,  cost-effective  decisions  that  any  private  business¬ 
man  does.  It-  appears  that  in  the  defense  environment 
managers  could  shave  costs  in  many  instances  just  by  knowing 
what  they  are,  with  no  compromise  whatsoever  to  mission 

p 

objectives. 

Scope  of  the  Thesis  ' 


This  study  is  concerned  solely  with  the  management 
reports  that  are  currently  utilized  at  Air  Force  '•■ing/base 
level  as  a  result  of  Project  PRIME.  Figure  1  illustrates 
the  wing/base  level  manager's  position  within  the  Air  Force 
organizational  structure.  Each  wing/base  is  composed  of 
responsibility  centers  and  cost  centers.  A  responsibility 
center  is  "an  organizational  unit  engaged  in  the  performance 


^Imer  B.  Staats,  "Potentials  for  Management 
Improvement,"  Defense  Management  Journal,  Vol,  6,  Ho.  ij. 
(February,  197lT7"pT“ 7. 

2 

"PRIME  is  Well  Underway,"  Armed  Forces  Management, 
Vol.  1$,  Ho.  1  (October,  1969),  p.  101. 
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Figure  1 

The  Wing/Base  Level  Managers*  Position  in 
a  Partial  Air  Force  Organizational  Chart 

Sourcet  Authors'  synthesis  of  Air  Force  directives 


- , -  -  ,  ,  ,  _  |  .  _ 
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of  a  single  function  or  group  of  closely  related  functions 
having  a  single  head  accountable  for  activities  of  a  unit.'1' 

A  cost  center  is  the  finest  subdivision  of  any  organizational 

p 

grouping.  Cost  centers  are  subordinate  to  responsibility 

■a 

centers  and  are  used  to  identify  and  accumulate  cost  data. 

For  example,  the  Field  Maintenance  Squadron  would  represent 
a  responsibility  center,  and  the  squadron's  Engine  Shop  and 
Aerospace  Ground  Equipment  Branch  would  be  two  of  its  cost 
centers. 

The  research  effort  focused  on  an  evaluation  of  the 
adequacy  of  the  wing/base  level  management  reports.  For  the 
purposes  of  this  thesis,  the  following  definitions  apply: 
adequacy  means  how  well  the  reports  assist  managers  in  the 
effective  and  efficient  use  of  resources  in  accomplishing 
mission  objectives;  a  manager  is  a  person  who  is  responsible 
for  carrying  out  a  mission  or  function  and  who,  in  doing  so, 
makes  decisions  that  have  significant  effect  on  the  resources 
used;  effectiveness  in  the  use  of  resources  means  that  the 
actual  performance  of  an  activity  has  met  with  the  planned 
performance;  and  efficiency  in  the  use  of  resources  means 
that  the  output  produced  by  an  activity  can  be  related  to  the 


1 

Gordon  Shillinglaw,  Cost  Accounting:  Analysis  and 
Control  (Homewood:  Richard  D.  Irwin,  Inc.,  1961),  p.  37* 

2Ibid. 

•^James  I.  Chatman  and  Richard  E.  Ford,  "Elements  of 
Performance  Control  and  Fund  Control  Financial  Management 
Systems  Compared  to  Elements  of  Project  PRIME"  (Master's 
Thesis,  School  of  Systems  and  Logistics,  1966),  p.  125. 
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resources  consumed  in  production  of  that  output.^-  Efficiency- 
further  implies  that,  given  the  situation  and  environment 
of  the  operating  activity,  the  wisest  possible  use  of  the 
resources  was  made. 

The  wing/base  level  management  reports  to  be 
evaluated  may  be  broken  down  into  two  categories:  Management 
Reports  from  the  Accounting  System  for  Operations  and 
Materiel  Expense  Management  Reports.  The  wing/base  level 
Management  Reports  from  the  Accounting  System  for  Operations 
include  the  following: 

1.  Cost  Center  Report 

2.  Responsibility  Center  Report 

3.  Wing/Base  Management  Report 

A  fourth  base  level  report,  the  Program  Element  Report,  was 
not  included  in  the  analysis  since  it  is  used  primarily  by 

p 

base  budget  personnel  in  the  budget  administration  process. 
Along  with  the  management  reports  listed  above, 
operating  managers  receive  the  following  Materiel  Expense 
Management  Reports: 

1.  Project  Funds  Management  Record/Organization 
Cost  Center  Record  (PFMR/OCCR)  Status  Report  and  Recon¬ 
ciliation 

2.  Project  Funds  Management  Record  Report 

3.  Daily  Document  Register 


^U.S,  Department  of  Defense,  A  Primer  on  Project 
PRIME,  pp.  10,  14. 


U.S,  Department  of  the  Air  Force,  Resource  Manager's 
Air  Force  Manual  178-6  (Washington:  Government 
Office,  1969),  March  31  >  1969,  p.  lj.-l. 
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l}..  Stock  Fund  Sales  and  Returns  Analysis 

5.  Organization  Cost  Center  Due -Out  List 

6.  Organization  Cost  Center  Record  List^ 

This  thesis  was  concerned  with  an  evaluation  of  the 
above  nine  reports.  Together,  these  reports  comprise  the 
wing/base-  level  resource  management  reporting  system  for 
managers  with  the  Air  Force.  These  nine  reports  will  be 

p 

referred  to  as  the  "Wing/Base  Level  Reporting  System" 
throughout  the  remainder  of  this  thesis. 


Objectives  and  Hypothesis 

The  objectives  of  this  research  effort  were  to: 

1.  Define  the  fundamental  characteristics  that 
should  be  found  in  management  reports  that  aid  functional 
managers  in  the  effective  and  efficient  utilization  of 
resources. 

2.  Describe  the  management  reports  that  are  cur¬ 
rently  utilized  at  wing/base  level  of  the  Air  Force  as  a 
result  of  Project  PRIME. 

3.  Evaluate  through  comparison  the  characteristics 
of  the  management  reports  resulting  from  Project  PRIME  with 


^U.S.  Department  of  the  Air  Force,  Test  and  Evalu¬ 
ation  of  Revised  Resource  Management  System  (TERRMS),  Air 
Force  Manual  175 -X  (Test)','  (Washington:  Government  Printing 
Office,  1971),  August  31»  1971  (Draft),  p.  lj.~l, 

2 

The  management  reports  are  not,  of  course,  the  only 
components  of  the  Wing/Rase  Level  Reporting  System.  The 
system  also  includes  people,  equipment,  methods,  procedures, 
and  information.  Referring  to  the  reports  in  this  manner  is 
done  primarily  as  a  matter  of  convenience. 
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the  fundamental  characteristics  of  management  reports  that 
aid  functional  managers  in  the  effective  and  efficient 
utilization  of  resources.- 

Within  this  framework,  uhe  following  hypothesis  was 

tested: 

The  current  wing/base  level  management  reports' 
resulting  from  Project  PRIME  possess  the  fundamental 
characteristics  of  management  reports  that  aid 
operating  managers  in  the  effective  and  efficient 
utilization  of  resources. 

Organization  of  the  Thesis 

Chapter  1  has  briefly  described  the  evolving 
financial  management  systems  of  the  DOD.  Additionally,  this 
chapter  has  stated  the  problem,  formulated  the  hypothesis 
and  objectives,  and  limited  the  scope  of  the  study.  Chapter 
2  is  devoted  to  the  methodology  employed  in  the  research 
effort.  Chapter  3  will  provide  a  framework  for  the  develop¬ 
ment  of  criteria  by  which  to  evaluate  the  adequacy  of  the 
Wing/Base  Level  Reporting  System  by  relating  information  to 
the  management  process.  Chapter  k  will  examine  the  nature 
and  uses  of  management  reports  and  will  develop  the  criteria 
appropriate  for  evaluating  the  Wing/Base  Level  Reporting 
System.  Chapter  5  will  describe  and  analyze  the  current 
wing/base  level  management  reports.  The  Wing/Base  Level 
Reporting  System  will  be  evaluated  in  Chapter  6  by  comparing 
the  evaluation  criteria  with  the  characteristics  of  the 
wing/base  level  management  reports.  Chapter  7  summarizes 
the  study  and  presents  the  conclusions  of  the  thesis. 


Chapter  2 


METHODOLOGY 
Research  Procedure 

The  Wing/Base  Level  Reporting  System  was  analyzed 
within  the  general  context  of  an  evaluation  of  a  management 
information  system.  Information  is  the  catalyst  of  manage¬ 
ment  and  the  ingredient  that  integrates  the  managerial 
functions  of  planning,  operating,  and  controlling.  An 
information  system  is  a  network  of  component  parts  developed 
to  provide  a  flow  of  information  to  operating  managers.1 
The  wing/base  level  management  reports  that  have  been 
evaluated  are  not  the  only  components  of.  a  management  infor¬ 
mation  system.  Other  components  include  procedures, 
equipment,  information,  methods  to  compile  information,  and 
the  people  who  use  the  information.  However,  the  management 
reports  are  probably  the  most  significant  components  to  the 
operating  manager  since  they  are  the  tangible  source  of 
information  by  which  he  can  evaluate  the  effectiveness  and 
efficiency  of  his  operation. 

One  recognized  approach  to  evaluating  a  management 

2 

information  system  is  in  terms  of  a  set  of  general  criteria. 

1Joel  E.  Ross,  Management  by  Information  System 
(Englewood  Cliffs:  Prentice-Hall,  Inc.,  1970),  p.  106. 

2 

Arthur  B.  Toan,  Using  Information  to  Manage  (New 
York:  The  Ronald  Press  Co.,  1966),  p.  131. 
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The  general  criteria  us8d  for  evaluation  purposes  in  this 
thesis  may  be  defined  as  the  fundamental  characteristics  of 
management  reports  that  aid  managers  in  the  effective  and 
efficient  utilization  of  resources.  The  essential  task 
accomplished,  then,  was  the  determination  of  these  funda¬ 
mental  characteristics  so  that  a  comparison  could  be  made 
with  the  characteristics  of  the  current  wing/base  level 
management  reports. 

Nature  and  Sources  of  Information 

The  study  has  relied  almost  totally  on  a  compre¬ 
hensive  review  of  the  literature  pertaining  to  the  areas 
of  management  reporting  and  management  information  systems 
for  the  development  of  the  evaluation  criteria.  It  should 
be  noted  that  the  literature  review  was  not  limited  to 
strictly  defense  related  sources.  Significant  emphasis  was 
also  placed  on  material  relating  to  management  information 
systems  in  the  commercial  sector.  This  emphasis  can  be 
readily  justified  despite  the  differences  that  exist  between 
non-profit  organizations  and  profit-oriented  companies.  The 
justification  lies  in  the  fact  that  both  type  organizations 
have  objectives,  make  decisions  about  the  use  of  resources 
to  accomplish  these  objectives,  and  in  both  cases  an  im¬ 
portant  management  function  is  to  see  to  it  that  the  organi¬ 
zation  uses  these  resources  efficiently  and  effectively.1 

Anthony,  "Can  Nonprofit  Organizations  Be  Y/ell 
Managed?",  February  18,  1971. 
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The  principal  sources  of  information  from  within  the 
governmental  sector  included  the  directives,  instructions, 
memorandums,  regulations,  and  manuals  issued  by  the  DOD  and 
the  Air  Force.  These  sources  specifically  dealt  with 
resource  management  systems,  Project  FRIM3,  financial 
management,  and  management  reports.  Principal  sources  from 
the  private  sector  included  the  numerous  texts  and  articles 
relating  to  management  information  systems,  performance 
evaluation,  and  general  financial  management. 

Hypothesis  Testing 

Based  upon  the  criteria  for  evaluation  developed 
through  the  literature  review,  the  central  hypothesis  of 
this  thesis  was  tested  and  conclusions  were  drawn  about  the 
adequacy  of  the  current  Wing/Base  Level  Reporting  System. 
Seven  specific  criteria  were  formulated  from  the  literature 
review.  These  criteria  were  considered  fundamental  to  a 
management  reporting  system  that  assists  managers  in  the 
effective  and  efficient  use  of  resources.  Furthermore, 
these  criteria  were  considered  of  equal  importance  for 
evaluation  purposes.  For  these  reasons,  it  was  decided  that 
the  Wing/Base  Level  Reporting  System  must  either  fully 
satisfy  or  partially  satisfy  all  the  criteria  in  order  to 
accept  the  hypothesis.  With  this  decision  rule,  a  "partially 
satisfied"  rating  would  not  result  in  rejection  of  the 
hypothesis,  however,  it  would  indicate  an  area  of  weakness. 

No  attempt  was  made  to  determine  how  many  criteria  could  be 
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partially  satisfied,  as  opposed  to  fully  satisfied,  before 
the  adequacy  of  the  reporting  system  was  substantially 
diminished. 

To  test  the  hypothesis,  each  report  in  the  Wing/Base 
Level  Reporting  System  was  evaluated  against  each  criterion. 

In  this  evaluation,  reports  were  rated  "satisfied,"  "partially 
satisfied,"  or  "not  satisfied."  This  approach  provided  for 
an  evaluation  of  each  report,  each  category,  and  the  system 
as  a  whol8  against  each  criterion  and  across  all  criteria. 
Failure  to  satisfy  or  partially  satisfy  all  criteria  resulted 
in  a  not  satisfied  (or  failure)  rating  for  reports,  cate¬ 
gories,  or  the  system  as  a  whole. 


Chapter  3 

INFORMATION  SYSTEMS  AND  THE  MANAGEMENT  PROCESS 

Introduction 

The  purpose  of  this  chapter  is  to  provide  a  frame¬ 
work  for  the  subsequent  development  of  criteria  by  which  to 
evaluate  the  adequacy  of  the  Wing/Base  Level  Reporting 
System.  This  will  be  accomplished  by  relating  information 
to  the  management  process. 

Management  has  witnessed  a  virtual  "information 
revolution"  in  the  past  two  decades.  Organizations  today 
simply  cannot  operate  efficiently  and  effectively  without 
the  critical  element  of  information,  nor  can  the  functions 
of  management  be  performed  unless  a  useful  flow  of  infor¬ 
mation  is  provided  to  decision  makers.1  Management  infor¬ 
mation  systems  of  various  kinds  have  been  designed  and 
implemented  to  furnish  management  with  that  information 
required  to  carry  out  their  organizational  responsibilities. 
It  is  appropriate,  therefore,  to  begin  with  an  examination 
of  the  functions  and  responsibilities  of  management. 

Functions  of  the  Manager 

The  responsibilities  of  management  can  be  defined 

"^Robert  G.  Murdick  and  Joel  E,  Ross,  Information 
Systems  for  Modern  Management  (Englewood  Cliffs:  Prentice- 
Hall,  Inc.,  1971),  p.  "ld7. 
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in  a  broad  sense  as  the  guidance,  leadership,  and  control 
of  a  group  of  individuals  toward  a  common  objective.  This 
definition  indicates  a  purpose  but  fails  to  show  how  results 
are  obtained.  Therefore,  it  is  necessary  to  define  the 
responsibilities  of  maiiagement  in  terras  of  their  basic 
functions.1  Management  is  “an  act  that  is  performed  by  man, 
and  that  involves  the  functions  of  planning',  organizing, 

p 

directing,  and  controlling."  The  specific  f unctions  have 
been  debated  and  various  authorities  have  proposed  additions 
and  modifications  to  those  listed  above.  Nevertheless, 
there  is  general  agreement  among  management  scholars  that 
the  functions  do,  in  fact,  consist  of  planning,  organizing, 
directing,  and  controlling. 

Planning  is  the  process  of  determining  what  should 
be  done  in  an  organization.  It  involves  selecting  the 
objectives,  policies,  programs,  and  procedures  for  achieving 
them'.  Organizing  is  the  process  of  establishing  an  inten- 
tional  structure  of  roles  through  determination  of  the 
activities  required  to  achieve  the  objectives,  the  grouping 
of  those  activities,  and  the  assignment  of  such  groups  of 
activities  to  a  manager.  Organization  also  involves  a 
definition  of  the  authority  relationships,  both  horizontal 
and  vertical,  in  the  organizational  structure.  Directing 

■■■■"■  *~— -*-*r - 

Donald  G.  Malcolm  and  Alan  J.  Rowe  (eds.), 

(New  York:  John  Wiley  and  Sons, 
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Bartow  Hodgo  and  Robert  N,  Hodgson,  Management  and 
the  Computer  in  Information  and  Control  Systems  (New  York: 
McGraw-Hill  Book  Co.,  1969),  p.  76. 


Management  Control  Systems 
Inc . ,  i960),  p.  b5>. 
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is  the  process  of  guiding  and  supervising  subordinates. 
Controlling  is  the  process  of  compelling  operations  to  con¬ 
form  to  plans.  It,  thus,  involves  measuring  performance 
and  initiating  corrective  action  when  performance  deviates 
from  the  plan.^ 


Information  and  Management 

Uses  and  Requirements  of  Information 

Recent  studies  conducted  in  the  United  States  and 
Europe  indicate  that  up  to  ninety  percent  of  the  work 
involved  in  any  white-collar  job  involves  the  seeking  and 

p 

obtaining  of  information.  It  would  appear,  then,  that 
information  is  a  most  important  aspect  of  the  management 
process.  Reliable  information  is,  in  fact,  required  for 
every  step  in  the  management  process.  Information  is  used 
to  establish  objectives,  to  direct  the  attainment  of  these 
objectives,  and  to  measure  the  results  of  operations.  More 
significantly,  there  is  no  way  to  measure  performance  or  to 
appraise  results  without  adequate  and  accurate  information.-^ 
Information  is  inseparable  from  the  management 

^Harold  Koontz  and  Cyril  O’Donnel,  Principles  of 
Management:  An  Analysis  of  Managerial  Functions  (New  'fork; 

Me  Ur  aw-Ki  ll"  Book  Company ,  19  68),  pp .  1+d  -20 . 

O 

Adrian  M.  McDonough  and  Leonard  J.  Garrett, 
Management  Systems:  Working  Concepts  and  Practices  (Home- 
wood:  Richard  D.  Irwin,  Inc.,  1965),  p.  6. 

3 

Henry  Blackstone,  ’’Gathering  Information,"  Top 
Management  Handbook,  ed.  H.  B.  Maynard  (New  York:  McGraw- 
Hill  Book  Company,  Inc.,  I960),  pp.  202-203. 
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process.  One  could  contend  in  the  practical  sense  that  none 
of  the  functions  of  management  could  be  performed  without  it. 
Information  helps  provide  answers  to  two  very  basic  questions 
with  which  every  manager  should  be  concerned:  "How  am  I 
doing?"  and  "Where  am  I  going?"  Specifically,  information 
is  used  by  managers  as: 

1.  A  basis  on  which  to  make  decisions  on  short-term 
and  long-range  plans. 

2.  An  indicator  of  when  things  are  not  going  right. 

3.  A  stimulus  to  take  action  when  it  should  be 
taken,  and  a  better  basis  for  deciding  what  should  be  done. 

4.  An  incentive  for  making  better  plans.1 

The  information  needs  of  various  organizations  differ  and 
yet,  at  the  same  time,  have  a  great  deal  in  common.  They 
differ  because  the  objectives  of  organizations  are  different; 
their  sizes,  methods  and  procedures,  and  technical  special¬ 
ization  vary;  and  their  stages  of  development  are  not  the 
same.  However,  management  needs  for  information  have  much 
in  common  because  the  underlying  questions  that  should  be 
answered  are  essentially  the  same.  Therefore,  one  can 
contend  that  while  information  may  differ  in  order  and  com¬ 
plexity  between  the  large  and  the  small,  the  new  and  the  old, 

and  the  commercial  and  the  governmental,  it  is  all  essen- 

2 

tially  similar  in  purpose  and  in  kind. 

Arthur  B.  To an,  Using  Information  to  Manage, 
pp.  iii,  4-5.  "  *i-~™ 

2Ibid„,  p.  iii. 


Value  of  Information 

Management  m  r  be  defined  as  the  process  of  con¬ 
verting  information  ito  action.  The  conversion  process 
is  called  "decision-;  iking."  Management  success  depends 
heavily  on  what  info:  nation  is  chosen  and  how  the  conversion 
is  executed.1  Ever?,  manager  has  available  to  him  a  large 
source  of  in^-^matio  from  which  he  must  select  and  use  only 
that  portion  which ‘i.  useful  to  him.  Managers  who  have 
experienced  the  impa  t  of  bettor  and  faster  data  processing 
can  testify  to  the  d  ngers  of  information  indigestion.  Many 
managers  have  compla  ;iod  of  being  buried  under  a  sea  of  re¬ 
ports,  facts,  and  fo*  ocasts  which  they  cither  do  not  have 
time  to  read  or  earn;  t  understand,  or  which  do  not  fill 
their  particular  necs.  One  experienced  decision  maker  put 
it  this  way: 

If  a  little  earning  is  a  dangerous  thing,  too 
much--that  is,  l  owledge  not  put  to  good  use— can  be  a 
costly  waste,  a  a  many  undigested  facts  can  turn  a  man 
of  action  into  o  .iamlet,  paralyzed  by  indecision,  bike 
the  raw  materia]  of  industry,  information  must  be  con¬ 
verted  into  some  hing.  What  is  required  is  a  dis¬ 
criminating  sele  cion  which  can  deliver  relevant  data 
in  a  f  i  usable  at  the  echelon  of  decision.2 

It  would  seo.,  there  is  no  direct  relationship 
between  the  quantity  of  available  data  and  the  value  of 
information.  Moreov  r,  information  is  substantially 


Hodge  and  H; dgson.  Management  and  the  Computer, 
pp.  33-3!)-.  —  . 

O 

Marion  Harp  r,  Jr.,  "A  New  Profession  to  Aid 
Management,"  Charles  Coolidge  Parlin  Memorial  Lecture,  p.  13 
(Philadelphia:  Phili.  olphia  Chapter,  American  Marketing 
Association,  I960). 
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different  from  mere  data  in  that  data  is  raw  information 
and  can  be  described  as  "facts  in  isolation."  Information 
is  meaningful  data,  whereas  data  has  no  intrinsic  meaning 
or  significance  in  itself.  While  information  is  basic  to 
all  good  management  decisions  and  action,  it  certainly  does 
not  insure  effective  and  efficient  management.  Nevertheless, 
it  can  be  equally  stated  that  bad  information  can  almost 
certainly  nullify  the  effectiveness  of  good  management. ^ 

An  information  system  has  little  or  no  value  to  an 
organization  unless  it  is  founded  upon  an  adequate  manage¬ 
ment  system.  The  purpose  of  the  management  system  is  to 
develop  plans  for  achieving  organizational  objectives,  to 
organize  and  direct  for  implementing  plans,  and  to  control 
performance  so  that  actions  and  results  .are  consistent  with 
plans.  The  major  information  needs  in  performing  these 

p 

processes  are'  shown  in  Figure  2.  "  The  first  step,  recog¬ 
nition  of  a  problem,  is  usually  prompted  by  information  from 
the  control  process  which  indicates  that  performance  is 
deviating  from  plan.  Definition  of  the  problem,  determination 
of  alternative  courses  of  action,  and  selection  of  a  course 
of  action  are  fundamental  steps  iri  the  decision  process. 

Once  a  decision  is  made,  it  is  necessary  to  implement  and 
control  the  solution.  The  process  starts  over  again  either 


^Jamos  J.  O’Brien,  Management  Information  Systems 
(New  York:  Van  No  strand  Reinhold  Company,  1970  K  pp.  2-3. 

p 

Mur dick  and  Ross,  Information  Systems  for  Modern 
Management ,  pp.  166-167* 


Major  Steps  in 
Management  Process 
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Major  Information  Needs 


(1)  Performance  against  plan 

(2)  Environmental,  competitive, 
and  internal  information 
concerning  problems  and 
opportunities 


Evaluation  of  (1)  and  (2)  in 
order  to  make  a  prediction  or 
estimate  of  alternative 
courses 


Prediction  of  results  for 
alternative  courses  of  action 


Communicate  details  of  plan 
and  control  standards 


Performance  against  plan 


Figure  2 

The  Management  Process  and  Information  Needs 

Source:  Murdick  and  Ross,  Information  Systems  for 
Modern  Management,  p,  167.  ' 
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by  a  recognition  or  the  need  for  planning  or  by  the  appear¬ 
ance  of  a  new  problem  as  indicated  by  the  control  process.1 

The  value  of  information  has  usually  been  determined 
by  a  highly  subjective  evaluation  of  what  the  information 
1/111  do  to  the  behavior  of  an  organization.  It  is  certainly 
true  that  one  of  the  weakest  areas  of  managerial  judgment  is 
in  placing  a  dollar  value  on  information.  Even  so,  most 
managers  are  fully  aware  that  information  is  the  substance 

p 

from  which  decisions  are  made.  Information  technology 
directly  affects  the  decision  processes  by: 

1.  Quantifying  information  used  for  decision 
purposes. 

2.  Broadening  the  scope  of  each  decision  and  giving 
it  new  visibility. 

3.  Shortening  the  planning  period. 

4*  Reducing  the  incidence  of  poor  decisions  caused 
by  internal  time  lags  in  information  flow. 

£.  Heightening  the  sense  of  common  goals  among 
managers  through  the  sharing  of  information. 

6.  De -personalizing  decisions," 

Management’s  interest  in  information  is  largely 
utilitarian  and  practical.  Managers  want  to  know  if  the 

^■Ibid. 

p 

Hodge  and  Hodgson,  Management  and  the  Computer,  p.  18. 

•^George  P.  Schultz  and  Thomas  L.  Whisler  (eds. ), 
Management  Organization  and  the  Computer  (Tho  Free  Pross  of 
Glencoe,  Illinois,  1959),  pp.  9-10. 
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information  system  will  aid  them  in  making  the  decisions 
and  taking  the  actions  which  will  result  in  more  effective 
and  efficient  operations.  Whether  the  information  provided 
performs  this  function  satisfactorily  or  not  depends,  to  a 
great  extent,  upon  its  relevance  to  management’s  problems 
and  management's  willingness  and  ability  to  use  it. 

Information  &.rA  the  Functions  of  Planning  and  Control 

Information  technology  has  its  most  significant 

impact  on  the  planning  and  control  functions  of  management, 

“The  types  of  information  'which  managers  require  must  be 

related  to  their  planning  and  control  functions.  The 

planning  function  is  concerned  with  the  establishment  of 

realistic  objectives,  with  the  formulation  of  alternative 

strategies  for  realising  the  objectives,  and  with  the 

determination  of  a  course  of  action  from  the  available 

alternatives.  Tho  control  function  is  concerned  with 

measuring  performance,  isolating  variances,  and  taking 

2 

corroctive  action. 

Planning  is  the  procedure  through  which  an  organi¬ 
zation  consciously  selects  goals  and  then  budgets  resources 
to  accomplish  those  goals.  The  development  of  policies, 
procedures,  and  functional  plans  is  implicit  in  this  process. 
Planning  involvos  the  use  of  information  to  assemble  and 

■^Toan,  Using  Information  to  Manage,  p.  133. 

2 

Poser  P.  Schordorbekf,  Management  Systems  (New  York: 
John  Wiley  and  Sons,  Inc.,  1968),  p.  45. 
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evaluate  alternatives  and  to  make  decisions.  It  entails 
deciding  in  advance  what,  how,  when,  and  who  is  going  to 
accomplish  the  organizational  objectives.  A  management 
information  system  should  directly  support  the  planning 
process.  The  information  system  should  provide  background 
information  on  prior  accomplishments,  current  planning 
factors,  resources,  and  other  information  required  for  the 
analytical  phase  of  planning.1  The  following  steps  are  in¬ 
volved  in  the  planning  process:  (1)  identifying  the  tasks  to 
be  performed  within  the  time  frame  of  the  plan,  (2)  re¬ 
solving  conflicts  between  these  tasks  through  coordination, 
(3)  specifying  the  extent  to  which  each  task  is  to  be  per¬ 
formed  (expressed  in  some  unit  of  measure),  (4-)  assigning 
personnel  to  tasks,  and  (£}  allocating  resources  for  the 

p 

accomplishment  of  each  task. 

Control  is  the  process  in  which  management  seeks  to 

a 

compel  operations  to  conform  to  plans.  Payol  said  this 
about  control: 

In  an  undertaking,  control  consists  in  verifying 
whether  everything  occurs  in  conformity  with  the  plan 
adopted,  the  instructions  issued  and  principles  estab¬ 
lished.  It  has  for  object  to  point  out  weaknesses  and 
errors  in  order  to  rectify  them  and  prevent  recurrence. 
It  operates  on  everything,  things,  people,  actions.^ 


L0'Brien,  Management  Information 


t ,  p .  62 . 


Thomas  R.  Prince,  Information  Systems  for  Management 
Planning  and  Control  '(Homewood:  Richard  Irwin,  Inc., 


•'Billy  E.  Goetz,  Management  Planning  and  Control 
(Now  York:  McGraw-Hill  Book  Co.,  194-9),  p.  229. 

^Henri  Payol,  General  and  Industrial  Management  (Nee 
York:  Pitman  Publishing  Corporation*,"  19^9 77  p,  10*7T~ 


The  control  process  consists  of  (1)  the  adoption  of  a  plan, 

(2)  reporting  actual  performance  as  compared  with  the  plan, 
and  (3)  making  decisions  and  taking  action. ^ 

To  a  great  extent,  controls  in  business  are  finan¬ 
cial.  Financial  measurements  summarize,  through  a  common 
denominator  of  dollars,  the  operation  of  a  number  of  plans. 
Furthermore,  they  indicate  total  expenditure  of  resources  in 
reaching  objectives.  Financial  measurements  are  equally 
valid  for  governmental  enterprises  since  any  responsible 
manager  must  have  some  way  of  relating  his  goal  achievement 
to  his  costs  in  terms  of  resources.  Therefore,  in  all  forms 

p 

of  enterprise,  control  is  likely  to  be  financial. 

Management  Information  Systems  and  Decision-Making 

The  managerial  task  is  one  of  making  decisions  about 
the  allocation  of  scarce  resources  to  accomplish  an  objective.^ 
The  terms  "information  system"  and  "management  information 
system"  are  frequently  used  to  describe  information  networks 
that  provide  relevant,  timely,  and  accurate  information  to 
management  for  decision-making  purposes.^  It  may  be  said 

hi*  G.  Lamke  and  James  D.  Edwards  (eds.),  Adminis¬ 
trative  Control  and  Executive  Action  (Columbus:  Charles  E. 
Merrill  Books,  Inc.,  1961),  p,  9. 

2Koontz  and  O’Donnell,  Principles  of  Management,  p.  69$. 

^John  F.  Stanhagen,  Jr.,  "Swamped  with  Data--Starved 
for  Information"  (paper  presented  at  the  Joint  Seminar  on 
"Professionalism  in  Production  and  Inventory  Management," 

Weber  State  College,  Ogden,  Utah,  October  9,  1971)* 

^Prince,  Information  Systems,  p.  lj.0. 
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that  the  basic  task  of  any  information  system  is  to  supply 

the  organization's  decision-makers  wish  the  information  they 

need  in  order  to  make  decisions.  *  In  terms  of  the  planning 

and  control  functions,  the  decision-making  process  consists 

of  the  formation  of  set  of  concepts  indicating  desired 

conditions,  the  observation  of  what  appears  to  be  the  actual 

conditions,  and  the  generation  of  corrective  action  to 

a 

achieve  the  desired  conditions. 

In  an  actual  operating  environment,  much  of  what  the 
manager  does  and  what  he  learns  results  from  a  process  of 
trial  and  error.  The  manager  takes  some  action  and  thon 
observes  the  results:  this  is  feedback  in  the  sense  of 
action  and  reaction.  The  primary  reason  a  manager  uses 
feedback  is  so  that  ;  o  can  make  comparisons.  The  essence  of 
a  decision  is  comparison,  and  comparison  is  possible  only 
when  alternatives  exist.  The  success  of  any  management  in¬ 
formation  system  dep-.nds  to  a  large  degree  on  the  identifi¬ 
cation  and  use  of  explicit  critoria  as  a  basis  for  making 
comparisons.  Criteria  represent  selected  bench  marks  to  be 
used  for  making  comparisons  and  may  X>2  variously  defined  as 
a  standard  of  judgment,  a  standard  of  measurement,  a  basis 

■^Ri chard  W.  l.'rightman,  Information  Systems  for  Modern 
Management  (New  York:  The  MacMillan  Company,  1971)7  p.~ 22. 

2K.  R.  Finn  and  H.  B.  Miller,  "Is  Your  MIS  Fit  for 
Human  Consumption?"  industrial  Engineering,  III  (November, 
1971),  p.  20. 

•5 

•'Hodge  and  Hodgson,  Management  and  the  Computer, 

p.  36. 
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for  choosing,  or  a  bench  mark  for  guidance. ^ 

Summary 

Information  is  a  vital  tool  that  is  inseparable  from 
the  management  process.  It  is  the  basis  of  all  management 
decisions  and  actions.  The  basic  task  of  any  information 
system  is  to  supply  the  managers  of  an  organization  with  the 
information  they  need  in  order  to  make  decisions.  Infor¬ 
mation  has  its  most  significant  impact  on  the  planning  and 
control  processes.  The  types  of  information  which  managers 
require  must  be  related  to  their  planning  and  control 
functions. 


McDonough  and  Garrett,  Management  Systems,  pp.  164 

186.  - 


Chapter  ij. 


CRITERIA  FOR  EVALUATION  OF  THE  WING/BASE 
LEVEL  MANAGEMENT  REPORTING  SYSTEM 

Introduction 

The  purpos-v  of  this  chaptei*  io  to  develop  appropriate 
criteria  by  which  to  evaluate  the  adequacy  of  the  Wing/Base 
Level  Reporting  System*  The  criteria  to  be  developed  are, 
in  effect,  the  characteristics  which  should  be  found  in  a 
reporting  system  that  aids  managers  in  the  effective  and 
efficient  use  of  resources. 

Management  reports  are  the  physical  output  of  an 
information  system  and  are  intended  to  provide  information 
to  management  for  decision-making  purposes.  An  information 
system  normally  produces  several  reports  for  each  level  of 
management  since  managers  need  a  wide  range  of  information 
on  which  to  base  decisions.  It  is  appropriate  to  briefly 
examine  the  features  of  management  reports  prior  to  de¬ 
veloping  the  evaluation  criteria.  Following  this  analysis, 
the  criteria  to  be  used  in  evaluating  the  Wing/Base  Level 
Reporting  System  will  be  formulated.  The  criteria  will  be 
based  upon  material  already  presented  on  information  systems 
and  the  management  process  as  well  as  the  following  dis¬ 
cussion. 
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The  Nature  and  Uses  of  Management  Reports 

Management  reports  are  only  one  element  of  an  in¬ 
formation  system.  However,  they  are  probably  the  most 
important  part  to  the  manager  since  they  provide  him  with 
the  information  he  needs  to  make  decisions.  The  outputs  of 
a  management  reporting  system  provide  the  inputs  into  the 
planning  and  control  processes  of  management.  The  reporting 
system,  then,  is  the  tangible  link  between  management 
talents  and  management  systems.1 

Reports  convey  control  information  to  the  managers 
who  are  responsible  for  various  activities  within  an  organi¬ 
zation.  Effective  reports  can  greatly  facilitate  the  task 
of  management.  A  reporting  system  with  timely,  accurate 
outputs  enables  managers  to  remain  abreast  of  operations  and 
provides  a  basis  for  decision-making.  Reports,  by  telling  a 

manager  what  has  occurred,  also  provide  him  with  a  sound 

p 

basis  for  planning.  Figure  3  points  out  the  place  of 
management  reports  in  a  management  information  system  for 
planning  and  control.  Tho  management  reporting  system 
should  track  the  status  of  the  output  relative  to  a  pre¬ 
determined  standard  of  performance  for  the  transformation 
process.  The  transformation  process  is  tho  conversion  of 
manpower,  money,  material,  and  equipment  resources 'by  the 
organization  into  products  or  services.  If  operating 

McDonough  and  Garrett,  Management  Systems,  pp.  28-29. 

p 

‘Louis  A.  Allen,  The  Mana moment  Profession  (New  York: 
McGraw-Hill  Book  Co.,  19610,  p.  333* 
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results  do  not  conform  to  standard,  management  should  make 
decisions  regarding  one  or  both  of  two  actions i  (1)  alter¬ 
native  resource  allocations  are  made  as  system  input  changes, 
or  (2)  modifications  are  made  in  the  transformation  process.^" 

Management  reports  may  be  classified  as  planning 
reports,  control  reports,  or  operating  reports.  The  es¬ 
sential  differences  between  the  three  types  may  be 
.enumerated  as  follows: 

1.  Planning  Reports  -  The  basic  objective  of  the 
.planning  report  is  to  evaluate  the  organizational  position 
with  other  comparable  entities.  Also  included  are  tho 
alternatives  available  to  management. 

2.  Control  Reports  -  The  basic  objective  of  the 
control  report  is  to  inform  top  management  of  functional 
operating  performance  as  compared  to  predetermined  per¬ 
formance  standards. 

3.  Operating  Reports  -  The  basic  objective  of  the 
operating  report  is  to  inform  functional  management  of  the 
current  performance  of  operations.  This  report  structure 
normally  includes  a  comparative  analysis  of  current  oper¬ 
ations  and  operations  for  a  previous  period,  as  well  as 
current  performance  compared  to  predetermined  performance 

p 

standards. 

In  practice,  the  responsibility  for  management 

^Murdick  and  Ross,  Information  Systems  for  Modern 
Management,  pp.  163-165 . 

2 

Malcolm  and  Rowe,  Management  Control  Systems, 

pp.  89-90. 


planning  and  control  increases  as  the  top  echelons  o’'  man¬ 
agement  are  approached.  Operational  control,  on  the  other 
hand,  receives  its  greatest  emphasis  at  the  wing/bas  level. 
It  should  be  noted,  however,  that  planning  and  contr.il 
responsibilities  are  inherent  in  every  level  of  mane  ;ement. 
Tiie  distinction  lies  in  the  emphasis  on  the  nature  r.nd  degree 
of  the  planning  and  operational  control  responsibilities 
found  at  each  distinct  level  of  management,'1' 

An  essential  link  between  the  management  reporting 
system  and  decision-making  is  the  tn»ocess  of  interpretation. 
Unfortunately,  a  manager’s  decision-making  capabilities  are 
often  governed  by  how  patient  he  is  in  sifting  throi  ;h 
detailed  reports  in  search  of  exceptions.  It  may  a: ;o  de¬ 
pend  on  how  skilled  he  is  in  interpreting  a  mass  of  infor¬ 
mation  that  pertains  to  other  activities  as  well  as  nis.  It 
is  important  in  today’s  dynamic  environment  that  ma:  -.igement 
reports  present  the  exceptions  to  both  conserve  the  :ian- 

p 

ager’s  time  and  aid  him  in  decision-making."  Effec'ive 
reports  ordinarily  are  designed  so  that  attention  i .  focused 
on  areas  where  performance  differs  significantly  fr'.a 
standards.^  Though  Fredrick  W.  Taylor  is  generally  credited 

^Ibid. ,  pp.  89-90. 

p 

R.  0.  Boyce,  Integrated  Managerial  Control--  (New 
York:  American  Elsevier  Publishing  Company,  Inc.,  I768), 
p.  19. 

-'"Tentative  Statement  of  Cost  Concepts  Undo  'lying 
Reports  for  Management  Purposes,"  The  Accounting  Rc  lew, 

XXXI,  2  (19iJ6),  137-189. 
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with  first  stating  the  "exception  principle,"'1'  it  was 

clearly  stated  circa  14-00  B.C.  when  Jethro  instructed  Moses, 

"...  that  every  great  matter  they  shall  bring  unto  then, 

0 

but  every  small  matter  they  shall  judge  .  .  .  . " 

The  basic  purpose  of  a  report  is  to  show  a  manager 
what  is  actually  happening  in  the  accomplishment  of  estab¬ 
lished  plans.  However,  simply  .showing  a  manager  what  has 
happened  as  of  a  given  moment  in  time  is  not  very  helpful. 

The  report  shov.ld  also  bring  to  his  attention  a  clear 
pieturo  of  related  performance  in  the  past.  This  calls  for 
trend  reporting  so  that  current  operating  results  can  bo 
related  to  previous  experience.  Furthermore,  information 

will  be  most  meaningful  if  it  applies  specifically  to  the 

3 

manager’s  own  area  of  accountability.  , 

The  Ving/Base  Level  Management  Reporting  System  Criteria 

The  criteria  which  will  be  used  to  evaluate  the 
Wing/Base  Level  Reporting  System  are  stated  in  this  section. 
These  criteria  are  characteristics  which  should  be  found  in 
a  reporting  system  that  aids  managers  in  the  effective  and 
efficient  use  of  resources.  The  seven  criteria  which  follow 

^Ralston  B.  Daily  and  John  W.  Paul,  "Criteria  for 
and  Determination  of  the  Adequacy  of  the  Existing  Maintenance 
Management  Information  System  for  Base  Level  Managers" 
(Master's  Thesis,  School  of  Systems  and  Logistics,  1969), 

p.  17. 

2Exodus  18:22. 

3 

-'Allen,  The  Management  1-rofession,  pp,  333-335. 


were  drawn  from  material  presented  thus  far  pertaining  to 
information  systems,  the  management  process,  and  management 
reports. 

> 

1,  The  Reporting  System  Should  Provide  Timely  Information 
to  the  User 

The  need  for  timeliness  varies  according  to  the 
nature  of  the  information  being  reported.  Information  cf  a 
routine,  low-impact  natur-e  does  not  have  to  be  reported  a3 
quickly  or  as  often  as  information  that  i3  significant  and 
vital  to  successful  operations.  For  example,  a  continuous 
production  system  such  as  a  continuous  flow  chemical  oper¬ 
ation  would  require  a  near  constant  flow  of  current  infor¬ 
mation  since  an  undetected  problem  at  any  point  could  cause 
a  costly  shutdown  of  the  entire  system  or,  worse  yot,  a 
physical  disaster.  On  the  other  hand,  a  daily,  weekly,  or 
even  monthly  information  flow  may  be  adequate  for  an  inter¬ 
mittent  production  system  such  as  a  job  order  shop  where 
undetected  problems  are  not  so  critical  since  a  bottleneck 
at  one  point  would  not  necessarily  adversely  affect  the  rest 
of  the  operation.  Timeliness,  then,  is  a  criterion  which 
is  relative  to  the  management  task  at  hand.  Consider  this 
example  from  tho  military.  An  officer  manager  may  find 
monthly  financial  reports  adequate  for  funds  control  during 
the  course  of  tho  year.  However,  as  the  end  of  the  fiscal 
year  approaches,  he  may  need  tho  same  reports  on  a  daily  or 
weekly  basis  to  insure  that  he  does  not  overexpend  his 
budget. 


1+2 

Timely  reports  are  particularly  important  for  con- 
trol  purposes.  Buff a  has  noted  that  the  inherent  speed  of 
computer  based  information  systems  makes  it  possible  for 
management  to  have  the  most  up-to-date  information  available 
in  the  various  reports.  Furthermore,  he  observes  that  the 
reduction  of  information  time  lags  to  a  minimum  makes  man¬ 
agerial  decisions  pertinent  to  the  current  problem,  rather 
than  to  some  problem  that  existed  but  the  conditions  for 
which  may  have  already  reversed.1 

2 .  The  Reporting  System  Should  Provide  Accurate  Information 
to  the  iser 

-  The  information  provided  to  the  manager  in  reports 
must  be  accurate.  Management  decisions  and  actions  will  al¬ 
most  surely  be  wrong  if  they  are  based  on  inaccurate  infor¬ 
mation.  Inaccuracy  can  come  about  at  any  point  in  the  system 
from  data  collection  to  report  preparation.  The  interest  in 
this  research  is  not  on  the  cause  of  inaccuracy  but  the  de¬ 
gree  in  the  final  report.  Accuracy  does  not  mean  100  percent 
accuracy,  for  such  a  condition  is  often  either  not  possible 
to  attain  or  not  worth  the  time  or  cost  to  attain  it.  The 

information  must  be  accurate  only  to  the  extent  that  it  suf- 

2 

ficiently  serves  its  purpose.  For  instance,  civil  service 
employees  may  take  leave  in  hourly  increments;  but  for  the 
managor  concerned  about  manpower  scheduling,  reports  express¬ 
ing  leave  status  in  days  should  be  accurate  enough  for 

1Slwood  S.  Buffa,  Modern  Production  Management  (>!ew 
York:  John  Wiley  and  Sons,  Inc.,  1969 )>p.  2^0. 

p 

Toan,  Using  Information  to  Manage,  p,  6. 


management  purposes.  Similarly,  it  is  seldom  necessary  to  re 
port  exact  dollars  and  cents  figures  on  cost  control  reports. 
Dollar  figures  only  are  normally  sufficient  for  management 
purposes  and,  for  very  large  operations,  figures  rounded  off 
to  tens,  hundreds,  or  even  thousands  are  often  appropriate. 

3 •  The  Reporting  System  Should  Provide  Understandable 
Information  to  the  User 

Management  reports  are  communication  devices  in¬ 
tended  to  aid  managers  in  making  decisions.  Specifically, 
reports  should  convey  information  about  the  objectives  that 
management  wishes  to  achieve,  the  methods  used  to  achieve 
these  objectives,  and  the  performance  of  the  organization  in 
pursuit  of  th<  se  objectives.  A  manager  must  be  able  to 
understand  the  information  transmitted  in  reports.  Other¬ 
wise,  the  information  would  just  be  useless  data. 

Understandability  can  be  facilitated  by  the  physical 
manner  in  which  the  information  is  presented  and  by  the 
terminology  incorporated  into  the  reports.  Anyone  who  has 
struggled  through  a  report  filled  with  acronyms  and  codes 
can  readily  see  how  clear  text  would  greatly  improve  the 
understandability  of  the  material.  Another  hazard  to  be 
considered  is  reliance  upon  accounting  and  financial 
terminology,  which  may  have  special  significance  to  the 
accountant  but  only  vague  familiarity  to  the  manager  using 
the  reports.1  Reports  are  often  difficult  to  under stand  as 


LAllon,  The  Management  Profession,  p.  336, 


a  result  of  the  inherent  difficulty  of  the  subject  matter, 
or  from  the  fact  that  they  are  overly  complex  or  poorly 
constructed.  There  is  a  natural  and  logical  tendency  to 
make  the  reports  more  understandable,  but  this  should  be  done 
only  within  practical  limits.  There  is  a  point  at  which 
attempts  to  simplify  should  cease  and  the  manager  should  act 
to  increase  his  capacity  for  understanding  the  information 
presented  in  reports.1 

4*  The  Reporting  System  Should  Provide  for  Measurement 
of  the  Activity  Seine  Managed 

Peter  F.  Drucker  sees  measurement  as  one  of  the 

p 

basic  eloraents  in  the  work  of  the- manager.  The  manager 
must  analyze  and  appraise  organizational  performance  and 
then  make  decisions  basea  on  his  interpretation  of  the  situ¬ 
ation.  However,  he  must  measure  the  actual  performance  of 
the  organization  before  ho  can  make  analyses  and  appraisals. 
It  is  not  too  difficult  to  measure  certain  activities  such 
as  man-hours  expended  or  pounds  of  raw  material  consumed  in 
a  certain  production  process.  On  the  other  hand,  there  are 
many  areas  in  which  it  is  extremely  difficult  to  make 
meaningful  measurements.  For  instance,  the  establishment 
and  use  of  meaningful  measures  for  the  morale  of  employees, 
the  quality  of  management,  or  the  reputation  of  the  organi¬ 
zation  is  a  formidable  task. 

1Toan,  Using  Information  to  Manage,  p.  6. 

2 

Peter  P.  Drucker,  The  Practice  of  Management  (New 
York:  Harpor  and  Brothers  Publishers,  1~/S4)»  p.  343.*" 
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There  are  many  different  units  in  which  transactions 
or  events  may  be  expressed.  Management  can  measure  the  out¬ 
put  of  a  mine  in  tons,  the  work  of  ah  employee  in  hours,  the 
output  of  a  machine  in  product  units,  or  the  use  of  elec¬ 
tricity  in  kilowatt "hoiu»s.  The  performance  of  an  activity 
is  frequently  measured  in  financial  terms,  however ,  even 
though  there  are  many  measurement  units  that  could  be  used 
to  convey  the  same  information. 1  Financial  or  dollar 
measurement  is  a  natural  basis  for  control  since  many  inputs 
and  outputs  of  an  activity  are  easily  expressed  in  the  com¬ 
mon  denominator  of  money.  Expenditures  for  personnel, 
materials,  facilities,  and  equipment  are  always  an  important 
factor  against  which  to  weigh  results,  and  these  are  fre- 

p 

quently  reflected  in  expenditures  of  money. 

The  reporting  system  must  provide  a  measure  of  the 

performance  of  the  activity  regardless  of  which  particular 

measurement  units  aro  employed.  This  is  because  the  results 

of  measurement,  when  properly  summarised  and  presented  in 

management  reports,  form  the  basis  for  feedback  into  the 

planning  and  control  process  to  achieve  better  future  plan¬ 
's 

ning  and  control.-' 

^William  J.  Vatter,  Accounting  Measurements  for 
Financial  Reports  (Homewood:  Richard  D,  Irwin,  Inc.,  197l)> 
p.  4- 

2 

Koontz  and  O’Donnell,  Principles  of  Management, 
p.  638.  - - - 55 - 

•'Daily  and  Paul,  "Dc termination  of  tho  Adequacy  of 
the  Existing  Maintenance  Management  information  System," 
p.  60. 


5>.  The  Reporting  System  Should  Provide  Information  for  the 
Planning  Process 

Planning  is  the  most  basic  and  pervasive  management 
function.  Managers  at  all  levels  plan,  and  the  success  of 
the  other  management  functions  depends  upon  it.  Managers 
must  plan  for  the  allocation  of  resources  and  the  work  of 
other  people,  in  contrast  to  the  nonmanager  who  plans  only 
his  own  activities.1 

Planning  involves  making  a  prediction  about  the  con¬ 
ditions  of  a  future  environment  and  deciding  where  ancl  how 
the  organization  should  proceed.  The  decisions  made  in  the 
planning  process  invariably  have  future  implications,  par¬ 
ticularly  regarding  the  commitment  of  resources  and  organi- 

p 

zational  strategy.  Basically,  planning  involves  five 
processes: 

1.  Establishing  objectives. 

2.  Developing  planning  premises. 

3.  Determining  alternative  courses  of  action. 

Ij..  Evaluating  alternative  courses  of  action. 

5.  Choosing  from  the  various  alternatives.^ 

Planning  premises  are  those  data,  facts,  and  information 
that  influence  alternative  courses  of  action.  They  provide 
the  critical  planning  assumptions  and  the  constraints  that 

■^Ross,  Management  By  Information  System,  p.  72. 

2 

David  I.  Cleland  and  William  R.  King,  Systems 
Analysis  and  Project  Management  (New  York:  McGraw-Hili!  Book 
Company^  I960 ) ,  p.  93. 

^Ross,  Mane  foment  By  Information  System,  p.  108. 


surround  the  selection  and  evaluation  of  alternatives.1  The 
development  of  planning  premises  and  all  subsequent  steps 
depend  entirely  upon  the  availability  and  utilization  of 
critical  planning  information.  A  manager  cannot  successfully 
develop  plans  without  first  gathering  the  necessary  planning 
premises  that  permit  an  adequate  evaluation  of  alternative 

p 

courses  of  action  to  achieve  the  plan.  The  reporting  system 
should  facilitate  the  pla^ming  process  by  providing  infor¬ 
mation  on  prior  accomplishments,  current  operating  per¬ 
formance,  resource  levels  and  usage,  financial  position,  and 
other  similar  factors  necessary  for  the  development  of  plan¬ 
ning  premises. 

6.  The  Reporting  System  Should  Provide  Information  for  the 
Control  Process 

Massie  states  that  control  is  the  process  that 
measures  current  performance  and  guides  it  toward  some  pre¬ 
determined  goal.  He  also  notes  that  the  essence  of  control 

lies  in  comparing  current  performance  against  some  desired 

3 

results  determined  in  tho  planning  process.  The  infor¬ 
mation  required  for  control  is  different  in  type  and 
characteristic  from  information  needed  for  planning.  Plan¬ 
ning  places  greater  emphasis  on  structuring  the  future, 
whereas  control  ±3  based  more  on  the  recent  past  and  current 

1Ibid.,  pp.  78,  108. 

2Ibid.,  p.  109. 

3 

Jo soph  L.  Massic,  Essentials  of  Kanagement,  (Engle¬ 
wood  Cliffs:  Prcntice-liall,  Inc.,  1971),  pp.  6,  87.** 
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operations .  ^ 

The  essential  elements  of  control  are: 

1.  A  predetermined  plan. 

2.  A  means  of  measuring  current  activity. 

3.  A  means  of  comparing  current  activity  with  a 
criterion  or  standard. 

I;.  A  means  of  correcting  the  current  activity  so 

p 

as  to  achieve  the  desired  result  or  to  modify  the  plan. 

The  basis  for  control  is  the  measurement  of  the  organi¬ 
zation's  performance.  However,  performance  measurement 
alone  is  not  sufficient  for  managerial  control  and  decision¬ 
making.  Given  that  a  reporting  system  provides  the  manager 
with  timely,  accurate,  understandable  information,  and 
measures  the  performance  of  the  activity,  a  basis  of  com¬ 
parison  is  still  needed  to  answer  the  question:  "How  am  I 
doing?"  The  manager  needs  something  to  which  he  can  compare 
the  facts  and  draw  conclusions.  The  reporting  system  will 
merely  provide  data,  not  information,  if  there  is  no  com¬ 
parison  to  forecasts  or  other  parameters  in  the  reports.  In 
such  a  case  the  manager  is  required  to  construct  parameters 
intuitively  each  time  he  examines  the  reports  in  order  to 
make  judgments  about  the  performance  of  his  organization. 

It  may  be  said,  then,  that  the  manager  must  really  ask  him- 
solf  the  question:  "How  am  I  doing  -  compared  to  what?"-^ 

■htoss,  Management  By  Information  System,  p.  111}.. 

2 

Kassie,  Essentials  of  Management,  pp.  87-89. 

^Toan,  Using  Information  to  Manage,  p,  11. 
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Ross  defines  a  standard  of  performance  as  “a  state¬ 
ment  of  conditions  existing  when  a  job  is  performed  satis¬ 
factorily,  1,1  Standards  provide  a  basis  for  comparison  in 
evaluating  the  performance  of  an  activity.  It  is  best  that 
standards  be  stated  explicitly.  For  this  reason,  quanti¬ 
tative  statements  are  usually  preferable.  Standards  repre¬ 
sent  the  expression  of  planning  goals  in  such  terms  that  the 
actual  accomplishments  of  assigned  duties  can  be  compared 
against  them.  They  may  be  physical  representations  such  as 
quantities  of  output,  units  of  service,  man-hours,  volume 
of  rejections,  ctc.j  or  they  may  be  stated  in  monetary  terms 

such  as  costs,  revenues  or  investments.:  or  they  may  be  ex- 

p 

pressed  in  any  other  terms  which  measure  performance. 

Performance  standards  are  important  to  an  effective 
reporting  system  for  several  reasons.  First,  they  highlight 
variances  from  the  plan  and  allow  the  manager  to  focus  his 
attention  on  areas  that  require  immediato  action.  Second, 
standards  facilitate  the  self -development  of  the  manager. 

By  using  standards  the  manager  can  identify  and  correct  his 
own  performance,  thus  minimizing  the  need  for  his  superiors 
to  dwell  upon  his  deficiencies.  Because  standards  ere  im¬ 
personal,  they  provide  an  objective  and  noncritical  basis 

a 

for  encouraging  personal  improvement  in  management, 

_  -  ™  ~ 

Rqss,  Management  By  Information  System,  p.  87. 

2 

Koontz  and  O'Donnell,  Principles  of  Management, 

p.  6I4.O. 

^Allcn,  The  Management  Profession,  pp.  327,  337. 
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Finally,  the  analysis  and  evaluation  of  information  resulting 
from  comparisons  made  through  standards  is  the  prime  source 
of  indication  that  it  is  necessary  to  determine  an  appro¬ 
priate  measure  of  change  and  inject  it  into  the  planning  and 
control  progress.  Change  is  required  either  to  correct 
standards  which  are  inappropriate  or  correct  situations  which 
are  preventing  the  achievement  of  standards. ^ 

The  reporting  system  should  facilitate  the  control 
process  by  supplying  the  manager  with  information  on  per¬ 
formance  compared  to  plan  or  standard.  In  doing  so,  ex¬ 
ceptions  should  be  highlighted  so  that  the  manager  will  be 
alerted  to  evaluate  the  situation  and  take  action  if  neces¬ 
sary. 

7 .  The  Reporting  System  Should  Provide' Information  on 
Trends 

The  purpose  of  a  reporting  system  is  to  show  man¬ 
agers  what  is  actually  happening  in  the  accomplishment  of 
established  plans.  However,  the  reporting  system  must  do 
more  than  show  what  has  happened  at  a  given  moment  in  tirno. 

It  must  also  bring  to  the  manager’s  attention  a  clear 
picture  of  related  performance  in  the  past.  This  calls  for 
trend  reporting  so  that  current  performance  is  shown  in  its 
proper  relationship  to  previous  experience. 

Trend  information  will  hopefully  provide  the  manager 

■^Daily  and  Paul,  ’’Determination  of  the  Adequacy  of 
the  Existing  Maintenance  Management  Information  System,” 
p .  6l . 


with  the  answers  on  how  to  stop  or  correct  something  before 
it  goes  wrong.'1'  The  manager  can  see  just  how  good  his 
policies,  decisions,  and  actions  really  are  by  analyzing 
trends.  Moreover,  he  gets  from  this  analysis  an  indication 
of  whether  they  should  be  retained  or  changed  to  be  more 
effective  and  efficient  in  the  future.  For  instance,  the 
manager  is  alerted  to  a  potential  problem  when  he  notes  that 
he  expended  more  of  a  certain  resource  than  planned  during 
the  reporting  period.  Further  investigation  may  reveal  that 
the  out -of -tolerance  situation  is  a  temporary  fluctuation 
with  justifiable  reasons  for  occurring.  On  the  other  hand, 
the  manager  my  find  it  to  be  a  real  problem  requiring  cor¬ 
rective  action  to  align  performance  with  plan.  In  either 
case,  observation  of  the  trend  of  expenditure  in  future- 
periods  will  either  substantiate  or  negate  the  manager's 
findings  and  actions. 

Summary 

This  chapter  was  devoted  to  developing  the  appro¬ 
priate  criteria  by  which  to  evaluate  the  adequacy  of  the 
Wing/Baso  Level  Reporting  System.  The  criteria  that  have 
been  developed  arc  characteristics  which  should  be  found  in 
a  reporting  system  which  aids  managers  in  the  effective  and 

•John  F.  Stanhagen,  Jr.,  "Management  Information 
Systems:  What  Should  Be  Done?"  (paper  presented  at  the  Sixth 
Annual  Convention  at  the  Society  of  Logistics  Engineers, 
August  2:>-27,  1971,  Philadelphia,  Pennsylvania). 
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efficient  utilization  of  resources.  The  reporting  system, 
should  provide  for  each  of  the  following  characteristics: 

1.  Timely  information. 

2.  Accurate  information. 

3.  Understandable  information. 

■  4.  Measurement  of  activity. 

5.  Information  for  planning. 

6.  Information  for  control. 

7.  Information  on  trends. 

The  criteria  have  purposely  been  developed  in  general  form 
in  order  that  they  may  be  applied  to  the  evaluation  of  any 
management  reporting  system. 


Chapter  5 


DESCRIPTION  OP  THE  CURRENT  WIKG/BASE  MANAGEMENT  REPORTS 

Introduction 

The  purpose  of  this  chapter  is  to  describe  the 
wing/base  level  financial  wmagement  reports  prepared  as  a 
result  of  Project  PRIME.  These  descriptions  will  provide  a 
basis  for  the  evaluation  of  the  Wing/Base  Level  Reporting 
bystem.  A  thorough  understanding  of  the  nature,  structure, 
end  uses  of  the  reports  in  this  system  is  necessary  in  order 
to  complete  the  analysis.  As  a  result,  the  material  in  this 
chapter  i3  presented  in  a  Vary  detailed  and  technical  manner. 
Leaders  who  are  familiar  with  the  details  of  the  nine  repor'.  s 
being  evaluated  in  this  thesis  may  desire  to  pioceed  di¬ 
rectly  to  the  evaluation  in  Chapter  6. 

Management  reporting-  systems  contain  formalized 
reports  that  seek  to  communicate  information  to  the  respon¬ 
sible  individual,  the  manager.1  Such  a  system  can  be  de¬ 
fined  as: 

...  a  combination  of  systems  components  that 
function  within  the  organization  to  process  data  and  to 
provide  the  information  and  internal  control  needed  by 
management  to  carry  out  its  responsibilities  of 


B.  Bower,  R.  E.  Schlossor  and  C.  T.  Zlatkovich, 
Financial  Information  Syst- ms:  Theory  and  Practice  (Bos ton : 
Allyn  and  Bacon,  Inc.,  196V),  p.  33T 
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stewardship  over  the  assets,  of  control  over  operations, 
and  to  plan  future  enterprise  activities. 1. 

Thus,  the  guiding  principle  in  the  design  of  such  a  manage¬ 
ment  information  system  must  be  the  manager,  his  duties  and 
responsibilities,  the  decisions  he  is  required  to  make,  the 

latitude  and  authority  he  possesses,  and  the  information  he 

p 

needs  to  make  decisions. 

Managers  are  characteristically  faced  with  problems 
dealing  with  the  input  of  various  resources  in  producing 
organizational  outputs.  The  resources  available  to  the 
manager  normally  have  alternative  uses  with  relative  coft-ts 
associated  with  each  use.  The  outputs  that  result  from  the 
various  alternatives  are  of  different  values  to  the  organi¬ 
zation.  The  manager  should  aim  first  at  the  attainment  #f 
the  outputs  for  which  he  is  responsible  (effectiveness),  and 
second  at  minimizing  the  costs  associated  with  a  given 
benefit,  or  at  maximizing  the  benefit  associated  with  a 

“3 

given  use  of  resources  (efficiency).  Thus,  managers  should 
attempt  to  be  both  effective  and  efficient  in  the  use  of' 
resources. 

Air  Force  wing/base  level  managers  are  provided  with 
reports  that  are  intended  to  assist  them  in  the  effective 

1Ibid.,  pp.  8-9. 

^Frederick  W.  Shipman,  "Designing  M.I.S.  for 
Managers,"  Journal  of  Systems  Management,  Vol.  20  (July. 
1969),  p.  15T 
a 

^David  W.  Miller  and  Martin  K.  Starr,  The  Structure 
of  Hunan  Decisions  (Englewood  Cliffs:  Prentice-Hall,  Inc,, 
1967),  p.~7. 
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and  control  of  their  operating  budgets.  The  YJing/Base  Level 
Reporting  System  is  broken  down  into  two  categories  of 
r ep or t s :  Management  Reports  from  the  Accounting  System  for 
Operations  and  Materiel  Expense  Management  Reports.  The 
Management  Reports  from  the  Accounting  System  for  Operation1, 
deal  with  operational  aspects  of  the  Air  Force  by  accounting 
for  funds  made  available  under  the  Operations  and  Main¬ 
tenance  Appropriation  and  the  Military  Personnel  Appro¬ 
priation.^'  The  wing/base  level  management  reports  provided 
by  the  accounting  system  include  the  following: 

1.  Cost  Center  Report 

2.  Responsibility  Center  Report 

3.  Yblng/Base  Management  Report 

Along  with  the  management  reports  listed  above, 
operating  managers  receive  the  following  Materiel  Expense 
Management  Reports: 

1.  Project  Fund  Management  Record/Organization  Cos-t 
Center  Record  (PFMR/OCCR)  Status  Report  and  Reconciliation 

2.  Project  Fund  Management  Record  Report 

3.  Daily  Doc\:ment  Register 

l|..  Stock  Fund  Sales  and  Returns  Analysis 

J>.  Organization  Cost  Center  Pue-Gut  List 

6.  Organization  Cost  Center  Record  List 

The  approach  used  in  the  actual  description  of  the 

*U.S.  Department  of  the  Air  Force,  TERRMS,  AFM  178-X 

p.  2-7. 
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reports  is  one  of  identifying  the  purpose  of  the  report,  the 
frequency  at  which  it  is  produced,  and  the  significance  of 
the  information  presented  in  the  report.  Illustrative 
figures  of  the  reports  will  supplement  the  narrative  de¬ 
scription.  Some  duplication  in  content  and  style  exists 
among  the  reports  since,  they  are  designed  to  support  both 
cost  center  and  responsibility  center  managers.  Whore  this 
occurs,  the  latter  report  descriptions  will  not  repeat 
explanations.  The  review  of  the  reports  is  accomplished  by 
first  identifying  potential  problem  areas  from  the  illus¬ 
trative  report  figures.  Next,  these  problem  areas  are 
further  definod  or  dismissed  by  attempting  to  pursue  a 
serios  of  pertinent  questions  the  manager  should  seek  to 
answer.  It  is  not  the  intent  of  this  approach  to  develop  a 
series  of  "hard  and  fast"  rules  for  locating  adverse 
variances  and  making  decisions  on  the  appropriate  corrective 
actions.  The  intended  objective  of  qny  management  report  is 
to  identify  when  or  where  action  should  be  taken — not  what 
corrective  action  should  be  taken.  If  the  reports  could 
answer  when,  where,  and  what,  there  Would  be  no  need  to  have 
the  wing/base  level  managers  in  the  first  place.  Moreover, 
it  is  the  manager’s  function  to  make  decisions  concerning 
the  allocation  of  scarce  resources  and  the  management 
reports'  function  to  identify  how  these  resources  are  being 
consumed. 

The  comparison  of  actual  expenses  versus  programmed 
expenses  as  a  measure  of  efficiency  of  the  operating  activity 


is  essential  to  the  successful  analysis  of  the  wing/base 
management  reports.  The  mere  fact  that  a  variation  exists 
does  not  necessarily  mean  that  there  is  a  problem.  The 
variation  may  be  perfectly  justified  and  acceptable  de¬ 
pending  on  such  factors  as  the  time  period  involved,  the 
responsible  cost  center,  the  actual  expense  element  in¬ 
volved,  the  total  dollar  amount  of  the  variation,  seasonal 
production  or  demand,  unprogrammed  flying,  contractual  serv¬ 
ice  delays,  or  the  logic  of  the  expense  program  phasing. 

The  key  point  i3  that  a  potential  problem  area  has  been 
discovered  warranting  further  investigation  in  order  to  de¬ 
termine  whether  or  not  an  actual  unfavorable  situation  exists. 

The  Management  Reports  from  the  Accounting  System  for 
Operations  and  the  Materiel  Expense  Management  Reports  will 
be  individually  described.  The  first  of  the  Management 
Reports  from  the  Accounting  System  for  Operations  to  be 
described  is  the  Cost  Center  Report. 

Management  Reports  Prom  the  Accounting  System 
for  Operations 

Cost  Center  Ronort 

The  Cost  Center  Report  is  normally  produced  monthly, 
but  can  be  made . available  upon  request.  A  facsimile  is  dis¬ 
played  in  Figure  l}..  This  report  is  the  basic  management 
expense  report  in  the  series  displaying  for  the  cost  center 
manager  the  actual  expenses  incurred  to  date  in  relation  to 
the  approved  phased  program  by  element  of  expense.  Three 
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major  element  subtotal  groupings  are  provided  for  the 
manager’s  initial  overall  review  of  the  status  of  the  cost 
center  and  are  entitled  ''Gross  Expense,"  "Total  Expense," 
and  "Direct  Expense,"  respectively.  "Gross  Expense"  sub¬ 
total  represents  the  total  direct  and  reimbursable  expense-, 
as  well  as  the  service  distribution  expenses.  The  "Total 
Expense"  represents  the  elements  of  the  "Gross  Expense"  ai  1 
the  service  unit  cost  credits.  "Direct  Expense"  subtotal 
composed  of  the  "Total  Expense"  less  any  reimbursable  ex¬ 
penses.  If  within  a  cost  center  there  are  no  reimbursable, 
expenses  or  service  unit  cost  distributions,  all  three  sub¬ 
totals  would  reflect  the  identical  amounts  a3  is  the  case  in 
Figure  1}.. 

Direct  expenses  are  those  costs,  incurred  in  the 
performance  of  an  organization’s  operations  for  which  the; 
must  expend  funds.  Reimbursable  expenses  are  those  costs 
that  are  incurred  by  the  wing/ba^e  for  the  specific  support 
of  another  organization  us-.ng  the  same  facilities.  These 
costs  are  paid  back  *?o  the  wing/base  by  the  responsible 
level  of  the  other  organization  incurring  the  expense. 

These  expenses  are  a  direct  result  of  the  host-tenant 
relationships  common  to  almost  all  wings  and  bases.  A 
service  unit,  under  the  concepts  of  the  Accounting  System 
for  Operations,  is  an  organizational  unit  which  is  not 
financed  by  a  revolving  fund  and  which  provides  measurable 
services  to  other  organizational  unit3  or  activities  at  to 
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installation.'1'  For  example,  the  Motor  Pool  does  not  operaoe 
under  a  fund  as  the  Supply  activity  does,  yet  both  agencies 
provide  measurable  services  -which  must  be  expensed  to  other 
organizations.  Payment  to  Supply  is  reflected  in  stock  fund 
expenses,  while  payment  to  the  Motor  Pool  takes  the  form  of 
service  unit  costs.  Thus,  service  unit  cost  credits  are 
obligations  incurred  by  the  organization  and  for  which  a 
later  payment  must  be  made.  The  exact  amount  of  the  expenses 
is  determined  at  a  later  dato  and  an  appropriate  amount  is 
charged  to  each  user  agency. 

The  two  most  significant  columns  for  identification 
of  potential  problem  areas  are  the  "Cumulative  Percont  of 
Authorization  Through  the  End  of  the  Quarter"  (Cum  %  EOQ) 
and  the  respective  "Percent  of  Annual"  ($  Ann)  authorization 
of  funds.  Although  not  directly  reflected  on  the  report 
itself,  the  normal  respective  percent  of  the  quarter  and 
year  standards  are  readily  available  from  the  base  budget 
officer  upon  request.  For  illustrative  purposes  the  appro¬ 
priate  normal  percentages  appear  in  the  circles  at  the  top 
of  the  related  columns  in  Figure  In  reviewing  the 
"Direct  Expense"  row,  one  can  see  that  the  expenses  to  date 
represent  69$  of  the  total  phased  expense  authorization 
through  the  end  of  tho  second  quarter.  Since  four  months 

^U.S.  Comptroller  General  (Staats),  Comptroller 
General1 s  Report  to  the  Congress,  Implementation  of” the 
Accounting  System  for  Operations  in  tho  Department  of 
Defense,  :>~1_99797,  April  12,  1966  (Washington,  D.C.:  1968), 
p.~33. 


have  elapsed  from  1  July  19?0  through  31  October  1970,  and 
since  the  cumulative  authorization  is  based  on  a  six  month 
period  (through  31  December  1970),  two-thirds  or  67/j  would 
represent  the  normal  level  at  which  expenditures  should  be. 
Thus,  approximately  $31,000  over  the  allotted  $175,052  would 
be  required  to  operate  if  the  current  trend  of  expenditures 
were  to  continue  at  the  same  rate.  However,  only  after  a 
thorough  review  of  each  element  of  expense  can  it  be  de¬ 
termined  whether  or  not  this  variance  is  a  problem  worthy  of 
further  analysis  or  supervision  by  the  manager.  Even  if  the 
total  "Direct  Expense"  row  had  been  at  the  normal  level,  the 
manager  should  still  skim  the  individual  line  entries  to 
insure  that  no  items  are  grossly  out  of  tolerance  but  in 
aggregate  have  boon  offset  by  other  line  entry  variations. 
For  example,  in  Figure  Ij.  the  "TDY  Per  Diem"  and  the 
"GSP  ESQ  SF  BEI'IO  EQ"1  line  entries  are  at  the  86 c/o  and  5(>a> 
quarterly  expenditure  levels,  respectively.  The  current 
lag  in  the  equipment  expense  area  is  offsetting  the  above¬ 
normal  expenditures  for  TDY  Per  Diem.  Equipment  expendi¬ 
tures,  however,  may  increase  substantially  in  the  future, 
thereby  creating  a  serious  funding  problem  for  the  cost 
center  manager. 

The  cost  center  manager  must  make  an  effort  to  in¬ 
sure  that  any  future  changes  in  mission,  facilities,  or 

1"GSP  EEQ  SF  BEMO  EQ"  is  an  abbreviation  repre¬ 
senting  expenses  from  the  "General  Support  Stock  Fund,  Base 
Equipment  hanagoment  Office  (BEiiO)  Equipment."  (U.S.  Depart¬ 
ment  of  the  Air  Forco,  TERRHS,  ASM  178 -X,  p.  4-5. ) 
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manning  have  been  adequately  prepared  for  as  far  as  their 
impact  on  the  budget.  Prom  an  analysis  of  Figure  ip,  areas 
of  particular  concern  to  the  cost  center  manager  are  pos¬ 
sible  cost  overruns  in  both  the  military  and  civilian  per¬ 
sonnel  expenses  or  in  ,!per  diem"  expenses;  and  possible  cost 
savings  in  the  equipment,  supplies,  or  TDY  travel  expenses. 

Respo? ’.sibility  Center  Report 

Figure  depicts  the  Responsibility  Center  Report, 
which  is  also  produced  monthly  but  can  be  made  available 
upon  request.  This  report  seeks  to  satisfy  the  needs  of  the 
responsibility  center  manager  in  exercising  control  over  the 
various  cost  centers  and  expense  elements  under  his  purview. 
Subtotals  for  each  expense  element  (such  as  Civilian  Per¬ 
sonnel,  Travel  of  Personnel,  and  Supplies)  are  shown  in 
aggregate  a3  well  as  in  specific  line  entries  for  each  cost 
center  under  the  control  of  the  responsibility  center. 

"Gross  Expense,"  "Total  Expense,"  and  "Direct  Expense"  sub¬ 
totals  reflect  an  overall  view  of  how  the  cost  centers  are 
performing  in  both  the  individual  and  aggregate  senses.  As 
in  the  case  of  the  Cost  Center  Report,  the  "Cumulative  Per¬ 
cent  of  Authorization  Through  the  End  of  the  Quarter"  and  the 
"Percent  of  Annual"  authorized  funds  expended  to  date,  when 
compared  to  the  normal  respective  percentages  available  from 
the  base  budget  officer,  provide  a  method  for  identifying 
potential  problem  areas.  Similarly,  by  scanning  each  line 
entry,  the  responsibility  center  manager  can  ascertain 
whether  any  specific  cost  centers  are  out  of  proportion  with 


Source :  Training  Manual  for  Project  TERRMS,  AFM  178-X,  p.  4-8. 
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the  planned  budget  allocations.  It  would  then  be  the 
responsibility  of  the  cost  center  manager  to  explain  why  the 
variances  exist  and  whether  or  not  any  corrective  actions 
would  be  necessary. 

There  are  two  major  differences  between  the  Cost 
Center  Report  and  the  Responsibility  Center  Report.  First, 
individual  elements  of  expense  are  listed  for  each  category 
of  expense  incurred  by  the  cost  center  on  the  former  report, 
but  are  shown  in  aggregate  on  the  latter  report.  Second, 
under  each  expense  element  there  appears  a  list  of  status  of 
funds  expended  to  date  for  each  cost  center  which  comprises 
the  responsibility  center.  In  addition,  the  Responsibility 
Center  Report  can  be  used  by  outside  agencies  (especially 
the  comptroller  organization)  in  the  preparation  of  reports 
and  briefings  on  the  status  of  funding  expenditures  basewide. 
If  the  need  arises,  combinations  of  these  reports  could  re¬ 
flect  only  tho  responsibility  center  rather  than  cost  center 
expenditures  for  higher  headquarters  review. 

Wing/Base  Management  Report 

Unlike  the  Cost  Center  and  Responsibility  Center 
Reports,  the  Wing/Base  Management  Report  is  produced  on  an 
"as  required"  basis.  Its  purpose  is  to  provide  top  level 
managers  with  the  status  of  the  responsibility  centers*  total 
expenditure  figures  a3  of  the  end  of  the  month.  The  report 
does  not  reflect  any  spocific  expense  elements  or  other  line 
entries  from  which  individual  variances  can  be  found.  How¬ 
ever,  it  does  provide  top  level  managers  with  a  recap  of  the 
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funds  status  of  the  major  organizational  components,  the 
responsibility  centers,  of  the  wing/base  and  their  overall 
total.  Although  the  rationale  for  any  variances  cannot  be 
ascertained  from  this  report  alone,  it  does  identify  those 
responsibility  centers  that  are  in  total  over  or  under  their 
budget  authorizations.  Normal  percentage  figures. for  com¬ 
parison  must  again  be  provided  by  the  base  budget  officer. 

Top  level  managers  can  look  at  these  variances  and 
see  if  there  might  be  a  wing/base  wide  shortage  or  overage 
of  the  total  annual  expense  authorization  for  Total  Expense 
or  Direct  Expense  categories.  These  managers  can  then 
evaluate  the  possibility  of  transferring  funds  between  and 
among  the  various  responsibility  centers  where  necessary,  or 
directing  curtailment  of  selected  activities  in  order  to 
remain  within  the  budget  limitations.  Top  managers  can 
initiate  action  to  request  additional  funds  from  higher  head¬ 
quarters  if  reallocation  of  funds  or  curtailment  of  activi¬ 
ties  is  not  feasible.  Although  additional.. funds  can  gen¬ 
erally  be  secured  from  higher  headquarters  whenever  properly 
justified,  top  managers  cannot  consider  this  avenue  as  an 
’’open  door"  since  other  units  with  even  stronger  justifi¬ 
cations  and  priorities  may  have  exhausted  the  total  supply 
of  available  funds. 

A  "Total  Reimbursements"  line  entry  is  a  unique 
feature  of  this  report.  This  line  entry  reflects  the 
reimbur semen ts  earned  by  the  host  base  for  expenses  incurred 
by  tenant  units.  In  the  sample  report  shown  in  Figure  6, 


Source:  Training  Manual  for  Project  l’liRRMS,  APM  178-X.,  p. 
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the  Cumulative  Percent  of  Quarter  i's  8 £$  instead  of  the 
normal  of  67$.  The  tenant  units  would  consume  funds  in¬ 
tended  for  wing/base  operations  if  this  unfavorable  variance 
were  allowed  to  continue  without  any  further  increased  fund 
allocations  from  higher  headquarters.  On  the  other  hand, 
if  earned,  reimbursements  had  been  less  than  budgeted  re¬ 
imbursements,  higher  headquarters  would  automatically  reduce 
the  tenant  units’  expense  authorization  since  it  was  higher 
than  necessary. 

Finally,  the  "Base  Wide  Expense"  line  entry  reflects 
those  activities  that  do  not  directly  fall  under  the  control 
of  one  of  the  responsibility  centers.  The  wing/base 
comptroller  is  generally  called  upon  to  monitor  these  activi¬ 
ties  since  they  have  no  designated  responsibility  center 
manager . 

Summary  of  Management  Reports  from  the  Accounting  System 
for  Operations 

The  Cost  Center  Report,  the  Responsibility  Center 
Report,  and  the  Wing/Base  Management  Report  together  com¬ 
prise  the  Management  Reports  from  the  Accounting  System  for 
Operations.  These  reports  allow  managers  to  compare  actual 
expenses  to  planned  and  approved  budget  allocations. 

Through  analysis  of  these  reports,  managers  can  determine 
how  effective  their  organization  has  been  in  the  utilisation 
of  its  available  financial  resources.  The  overview  of 
aggregate  expenses,  in  terms  of  quarterly  and  annual  budget 
plans,  provided  in  the  reports  can  be  used  in  conjunction 
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with  both  the  Cost  and  Responsibility  Center  Reports  to 
identify  where  and  when  management  action  should  be  taken. 

The  reports  do  not  establish  any  "hard  and  fast"  rules  for 
uncovering  variances  or  for  deciding  upon  corrective  actions, 
but  seek  to  identify  potential  problem  areas  for  management 
review.  The  review  demands  an  analysis  of  the  problem  to 
determine  its  validity,  and  then  a  determination  of  whether 
or  not  modification  of  the  plan  or  performance  would  be 
necessary  to  bring  the  actual  and  planned  expenses  into 
balance. 

The  basic  philosophy  that  permeates  the  design  of 
these  reports  has  been  to  give  the  lowest  level  of  the 
organization  the  information  it  needs  to  monitor  expenses 
in  comparison  with  the  planned  budget,  and  then  to  summarize 
the  information  for  succeeding  levels  of  management. 

Materiel  Expense  Management  Reports 
General  Policies 

A  basic  understanding  of  selected  Air  Force  policies 
governing  funds  and  expenses  is  necessary  to  understand  the 
nature  of  the  various  Materiel  Expense  Management  Reports. 
Funds  are  categorized  as  either  supply  or  equipment  funds. 
Supply  funds  represent  the  amour .t  of  monies  approved  by 
Congress  in  the  form  of  an  appropriation  for  the  purchase 
of  exp endable  items,  which  are  items  that  either  lose  their 
identity  in  use  by  being  consumed  or  used  up,  or  by  becoming 
an  integral  part  of  another,  higher  assembly.  Each  wing/base 
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receives  its  funds  in  the  form  of  an  approved  allotment 
which  was  derived  from  the  allocations  received  at  major  air 
command  level.  The  allocation  itself  was  the  result  of  an 
apportionment  by  the  Bureau  of  the  Budget  based  upon  the 
Department  of  Defense’s  appropriation  as  approved  by  Congress.1 
Equipment,  funds  are  received  in  the  same  manner  except  that 
they  are  designated  for  the  purchase,  repair,  or  procurement 
of  non -expendable  items,  which  are  items  that  do  not  lose 
their  identity  in  use  and  must  be  accounted  for  during  their 
entire  service  life.  The  wing/base  level  manager  can  request 
from  his  respective  Numbered  Air  Force  authority  to  transfer 
funds  between  these  two  areas,  but  total  actions  are  limited 
to  prevent  the  services  from  exceeding  the  total  amount  of 
the  appropriation  without  Congressional  approval. 

Materiel  items  are  classified  as  either  expense  or 
investment.  Nonrepair able  spares  and  repair  parts,  assem¬ 
blies,  and  end  items  of  equipment  that  have  a  unit  value  of 
less  than  one  thousand  dollars  ($1,000)  and  are  not  managed 
by  the  Air  Force  Logistics  Command  comprise  the  expense 
materiel  category.  All  other  items  are  classified  as  in¬ 
vestment  materiel  items.  Expense  materiel  items  are  held  in 
the  Air  Force  Stock  Fund  (AFSF)  until  ultimately  issued  for 
use  by  a  cost  center  or  responsibility  center.  The  stock 
fund  is  a  revolving  fund  established  to  finance  inventories 
of  supplies  and  other  stores.  It  is  authorized  by  specific 
provision  of  law  to  finance  a  continuing  cycle  of  operations, 

•^Chauncey  H.  Doan,  Jr.,  er.se  Financial  I-.ann  nz, 
pp,  15-7  to  15-9.  - 
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with  receipts  derived  from  such  operations  available  in 
their  entirety  for  use  by  the  fund,  without  further  action 
by  Congress.1  Basically,  the  stock  fund  can  be  viewed  as  a 
warehouser  selling  directly  to  cost  centers  and  responsibility 
centers.  All  issues  of  stock  from  the  AFSF  are  paid  for  by 
the  purchasers  from  their  budgeted  funds,  thus  giving  the 

p 

stock  fund  the  needed  monies  to  procure  more  stock.  In¬ 
vestment  materiel  items,  on  the  other  hand,  are  centralized 
under  an  individual  item  manager  or  system  manager  who  acts 
as  an  inventory  control  point  throughout  the  Air  Force  Supply 
channel. 

Several  of  the  Air  Force  Stock  Fund  policies  have  a 
definite  influence  on  the  cost  center  and  responsibility 
center  managers.  Foremost,  the  Issues/Sales  policy  requires 
reimbursement  to  the  stock  fund  from  the  appropriate  funds 
of  the  purchaser  for  items  issued.  The  Turn-In  Credit  policy 
for  equipment  provides  full  credit  for  serviceable  items 
turned  in  provided  they  can  be  used  against  known  require¬ 
ments.  Credit  is  not  received  until  the  item  is  issued  to 
another  agency  if  there  are  no  known  requirements.  i-urn-In 
Credit  for  supply  items  generally  follows  the  same  procedure 
except  that  no  credit  is  given  if  the  quantity  turnod  in 
causes  the  on-hand  base  asset  level  to  exceed  the  computed 


^U.S.  Department  of  the  Air  Force,  TERRMS,  AFM  178 -X, 

p.  2-17. 

‘‘Air  Force  Regulation  170-12  and  Air  Force  Manual 
67-1,  Volume  1,  Fart  3,  Chanters  f  and  6,  list  certain  items 
that  are  not  reimbursable  to  the  stock  fund  by  cho  v/urcViscr . 
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requisitioning  objective.  .  The  requisitioning  objective  is 
equal  to  the  sum  of  the  safety  stock  level,  economic  order 
quantity,  order  and  ship  time,  and  due -outs.  Due -outs 
represent  quantities  of  materiels  for  which  immediate  supply 
was  not  available  at  the  time  of  requisition  but  for  which 
a  source  of  supply  has  been  established. 

Currently,  there  are  six  Materiel  Expense  Management 

Reports: 

(1)  Project  Funds  Management  Record/Organization 
Cost  Center  Record  (PFMR/OCCR)  Status  Report 
and  Reconciliation 

(2)  Project  Funds  Management  Record  Report  (PFMR 
Report  ) 

(3)  Daily  Document  Register 

(24.)  Stock  Fund  Sales  and  Returns  Analysis 

(5>)  Organization  Cost  Center  Due-Out  List  (OCCR 
Due-Out  List) 

(6)  Organization  Cost  Center  Record  List  (OCCR  List) 

The  first  two  reports  are  designed  for  tho  responsibility 
center  manager,  while  the  other  four  are  designed  for  the 
cost  center  manager. 

Project  Fund  Management  Rccord/Organization  Cost  Center 
Record  Status  Report  and  Reconciliation 

The  Project  Fund  Management  Record/Organization 
Cost  Center  Record  (PFMR/OCCR)  Status  Report  and  Recon¬ 
ciliation,  as  illustrated  in  Figure  1,  contains  a  list  of 
the  cost  centers  and  their  respective  supply  and  equipment 
funds  status  for  each  responsibility  center.  The  responsi¬ 
bility  center  manager  can  request  this  report  whenever 


Source:  Training  Manual  Tor  Project  TERRMS,  APM  178-X,  p.  i^-20. 
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needed.  The  Fund  Target  less  the  Net  Issues  (issues  less 
turn-ins)  results  in  the  Balance  of  funds  available  for 
further  pur chases.  The  Due -Outs  are  those  items  currently 
on  back  order  with  the  stock  fund.  Therefore,  the  dollar 
value  of  available  funds  for  further  purchases  is  actually 
the  difference  between  the  Balance  and  the  Due-Quts.  It  must 
be  realized,  however,  that  certain  due-out  back  orders  may 
arrive  in  the  next  fiscal  period  and  others  may  ultimately 
be  cancelled  entirely.  Thus,  cost  center  managers  must  be 
cognizant  of  the  status  of  due -outs  to  avoid  over  or  under 
expenditures  of  necessary  funds.  For  example,  should  the 
balance  of  funds  available  for  expenditures  reach  zero,  any 
due-outs  to  that  agency  could  not  be  issued  when  the  goods 
are  received.  Moreover,  the  due-out  would  be  cancelled  and 
the  item  would  become  available  to  any  other  agency  wanting 
the  item  and  possessing  the  funds.  This  condition  can  cause 
the  stock  fund  inventory  position  to  be  in  excess  as  well  as 
jeopardize  the  mission  of  the  requisitioning  cost  center. 
Managers  can  avoid  this  situation  by  cancelling  due-outs 
before  they  arrive  on  the  base  or  by  securing  the  additional 
funds  needed  to  pay  for  these  items. 


Project  Fund  Management  Record  Report 

A  sample  Project  Fund  Management  Record  (PFMR) 

Report  is  illustrated  in  Figure  8.  The  purpose  of  this 
report  is  in  the  monitoring  and  validating  of  changos  in  the 
budget  targets  of  the  operating  expense  budget  earmarked  for 
purchases  of  materiel  from  the  stock  fund.  The  report 


Source:  Training  Manual  for  Project  TERRMS ,  APM  .17' 
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reflects  the  total  operating  budf  t  target  and  funds  status 
currently  stored  in  the  computer  for  a  particular  responsi¬ 


/ 


bility  center.  The  Accounting  and  Finance  agency  must 
monitor  the  accuracy  of  this  report  whenever  there  are  fund 
transfers  or  revisions  by  operating  budget  managers.  This 
report  is  not  periodically  produced,  but  is  generated  to 
verify  data  in  the  PFMR  whenever  budget  targets  are  changed. 

Daily  Document  Register 

The  Daily  Document  Register,  issued  every  day,  is 
primarily  used  by  the  cost  center  manager  to  review  the 
transactions  processed  that  day  against  his  account.  Figure 
9  depicts  an  abbreviated  example  of  the  report.  The  actual 
length  of  the  report  can  be  several  pages  long  one  day  and 
only  a  few  line  entries  the  next  because  it  reflects  those 
items  transferred  and  recorded  during  a  particular  Dusiness 
day.  The  report  lists  each  transaction  within  a  cost  center 
to  include  the  shop  code,  item  stock  number  with  related 
information  (such  as  the  unit  of  issue,  nomenclature,  quan~ 
tity,  extended  cost  and  work  order  number),  and  the  budget, 
supply  and  transaction  codes. 

The  budget  code  is  a  single  number  between  one  and 
nine  identifying  the  nature  of  the  transaction.  Another 
transaction  code  is  the  Transaction  Identifier  Code  (TRIG), 
which  is  also  called  the  Document  Identifier  Code.  This 
code  indicates  what  type  of  transaction  occurred  in  a  three 
digit  alpha  code.  The  more  common  codes  deal  with  issues 
(ISD  )  >  due -outs  (IjVo),  *  nd  uv;n-'.;.,!  (Tik).  To ’other  those 
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codes  allow  the  cost  center  manager ■  to  identify  the  exact 
nature  and  type  of  transaction  and  its  related  effect  on  the 
fund's  status.  This  report,  then,  gives  the  manager  the 
opportunity  to  research  problems  and  monitor  materiel  trans¬ 
actions  on  a  daily  basis  if  desired. 


Stock  Fund  Sales  and  Returns  Analysis 

The  Stock  Fund  Sales  and  Returns  Analysis  report  is 
depicted  in  Figure  10.  This  report  is  produced  when  re¬ 
quested  by  the  cost  center  manager.  A  summary  of  all  trans¬ 
actions  affecting  sales  and  returns  of  stock  fund  items  is 
shown  by  Federal  Supply  Group  (FSG),  which  is  a  commodity 
classification  used  to  group  federal  supply  classes  that  are 
homogeneous.1  Thus,  the  manager  can  ascertain  in  which  area 
the  majority  of  funds  are  being  expended.  If  the  manager 
must  reduce  spending  to  remain  within  budget  limitations, 
knowledge  of  the  higher  buying  categories  allows  the  manager 
to  focus  his  attention  where  the  highest  potential  savings 
can  be  made.  The  sales,  returns,  and  net  totals  in  both  the 
supplies  and  equipment  categories  are  shown  by  organization. 
Analysis  of  the  report  can  be  extremely  beneficial  to  the 
cost  center  manager  in  the  preparation  and  justification  of 
budget  requests. 


tl.S.  Department  of  the  Air  Force, 


AFH 


178-6,  p. 


5-21 


Source:  Training  Manual  for  Project  TERRMS,  AFM  178-X,  p.  J4.-.2S 
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Organization  Cost  Center  Due-Out  List 

The  Organization  Cost  Center  Due-Out  List  is 
illustrated  in  Figure  11.  All  of  the  organization's  due- 
outs  are  listed  as  to  whether  their  status  is  firm  or  memo. 

A  firm  due -out  is  representative  of  an  item  for  which  im¬ 
mediate  supply  was  not  available,  but  for  which  a  source  of 
supply  has  been  established  and  action  has  been  taken  to 
procure  the  item.  A  memo  due-out  represents  an  item  for 
which  immediate  supply  was  not  available  and  further  action 
is  being  taken  to  verify  that  the  requisitioner  has  funds 
available  to  pay  for  the  item,  is  authorized  to  procure  it, 
and  that  a  supplier  can  be  found.  The  cost  center  manager 
must  monitor  all  memo  due -outs  to  insure  that  positive  actions 
are  being  taken  to  procure  those  items  that  he  still  requires. 
Firm  due-outs  must  also  be  carefully  monitored  to  insure  that 
a  valid  requirement  still  exists  for  the  items  listed.  As 
shown  in  Figure  11,  a  certification  of  valid  need  for  the 
items  is  required  from  the  cost  center  manager. 

It  is  important  to  monitor  the  due-out  list  to  in¬ 
sure  that  items  have  not  been  accidentally  cancelled  and  that 
excessive  back  order  delays  have  not  been  incurred.  Analysis 
of  the  Organization  Cost  Center  Due -Out  List  in  this  manner 
will  provide  the  cost  center  manager  with  an  indication  of 
the  trend  of  supply  support  he  is  receiving.  Supply  diffi¬ 
culty  letters  can  be  generated  and  justified  due  to  exces¬ 
sive  back  order  delays  or  accidental  cancellations  of  orders. 
Although  such  letters  do  not  guarantee  faster  delivery 


Source:  Training  Manual  for  Project  TERRMS,  APM  178-X,  p.  k-30. 
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times,  they  do  tend  to  insure  that  appropriate  attention  is 
being  provided  in  order  to  procure  the  items  that  have  been 
ordered.  An  effective  cost  center  manager  must  insuro  that 
all  available  and  appropriate  supply  actions  are  being  taken 
to  provide  his  organization  with  thoso  mater iels  required 
for  the  successful  accomplishment  of  the  cost  center* s 
mission. 

The  Organization  Cost  Center  Due -Out  List  is  avail¬ 
able  on  an  "as  required"  basis.  Generation  of  the  report  is 
recommended  at  a  frequency  not  to  exceed  twice  per  month 
since  any  changes  in  the  status  of  a  due-out  would  be  re¬ 
flected  as  a  due -out  release  (DOR)  or  due-out  cancellation 
(DOC)  in  the  Daily  Document  Register.  The  Organization  Cost 
Center  Due-Out  List  reflects  the  document  number,  the  stock 
number,  type  of  item,  unit  of  issue,  the  Expendibility- 
Recover ability -Repairability-Category  (2KRC)  code,  request¬ 
ing  shop,  cost,  and  due-out  status.  This  is  the  only  listing 
providing  detailed  information  on  the  status  of  existing 
due -outs  from  the  stock  fund. 

Organization  Cost  Center  Record  List 

The  Organization  Cost  Center  Record  (OCCR)  List, 
as  illustrated  in  Figure  12,  is  the  last  of  the  Materiel 
Expense  Management  Reports.  This  report  is  designed  for  the 
joint  use  of  the  Chief  of  Supply,  Accounting  and  Finance 
materiel  accounting  section,  and  the  cost  center  manager. 

The  report  includes  an  indicative  data  section  which  de¬ 
scribes  in  detail  the  nature  of  tno  organization,  A 


Source:  Training  Manual  for  Project  TERRMS,  APM  178-X,  p.  k~3>2 
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"Financial  Summary"  recaps  the  OCCR  status  from  fund  target, 
net  issues,  and  balance  of  due-outs  for  both  supply  and 
equipment  monies.  A  glance  at  this  section  indicates  whether 
or  not  enough  funds  are  available  to  pay  for  existing  due- 
outs.  This  is  very  significant  because  the  supply  computers 
are  programmed  to  cancel  issues  if  funds  are  not  available 
and  sell  the  item  to  someone  else,  or  declare  the  item  sur¬ 
plus  to  the  stock  fund  requirements  and  direct  transfer  of 
the  item  to  Redistribution  and  Marketing  for  disposal.  This 
is  not  only  costly  to  the  Air  Force,  but  detrimental  to  the 
cost  center’s  mission  since  it  must  now  re-requisition  the 
items  and  repeat  the  due -out  cycle. 

A  historical  summary  of  the  materiel  financial 
transactions  for  the  cost  center  appears  on  the  right  side 
of  the  report.  The  first  section  reflects  the  net  issues 
during  the  current  fiscal  year  which  have  been  charged 
against  the  operating  budget.  All  costs  are  shown  by  the 
Element  of  Expense  Investment  Code  (EEIC),  which  identifies 
what  types  of  resources  were  used.’1'  The  second  section 
shows  those  net  issues  of  the  current  year  that  were  not 
charged  against  the  operating  budget.  The  final  section 
reflects  the  net  stock  fund  issues  made  to  date  for  the 
current  month. 


1 


178-X,  p, 


U.S.  Denar  tnont 

2-10. 


of  the  Air  Force,  T.-JtRiIS,  A  PM 


Summary  of  Materiel  Expense  Management  Reports 

The  Materiel  .Expense  Management  reports  are  in¬ 
tended  to  provide  the  responsibility  and  cost  center  managers 
with  the  tools  they  need  to  evaluate  how  effectively  their 
resources  are  being  consumed.  The  Organization  Cost  Center 
Record  List  presents  a  concise  picture  of  the  current  status 
of  funds  and  the  nature  of  expenditures.  The  Stock  Fund 
Sales  and  Returns  Analysis  indicates  the  net  expenditures  to 
date  by  Federal  Supply  Group,  while  the  Organization  Cost 
Center  Due-Out  List  depicts  the  status  of  items  on  back 
order.  The  Daily  Document  Register  is  a  journal  of  each 
transaction  affecting  the  status  of  requisitions  and  back 
orders,  thus  making  available  to  the  manager  a  source  for 
verification  and  control  of  the  activities  funded  by  his 
co3 1  center.  The  Project  Fund  Management  Report/Organi¬ 
zation  Cost  Center  Status  and  Reconciliation  and  the  Project 
Fund  Management  Record  provide  in  summary  fashion  the  total 
materiel  activity  to  date  and  the  authorized  funding  levels, 
respectively.  Total  dollar  values  reported  can  bo  compared 
from  one  report  to  another  as  an  accuracy  check.  Figure  13 
summarizes  the  different  types  of  information  that  can  be 
found  in  the  various  Materiel  Expense  Management  Reports. 
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Chapter  6 


COMPARATIVE  ANALYSIS  OP  THE  CURRENT  MANAGEMENT 
REPORTS  AND  EVALUATION  CRITERIA 

Introduction 

The  purpose  of  this  chapter  is  to  compare  the 
wing/base  level  management  reports  with  the  evaluation 
criteria  developed  in  Chapter  [{..  The  criteria  were  defined 
as  the  fundamental  characteristics  of  management  reports  that 
aid  operating  managers  in  the  effective  and  efficient  utili¬ 
zation  of  resources.  The  current  wing/base  level  management 
reports  were  described  in  Chapter  5  to  provide  a  basis  for 
comparison.  The  comparison  of  the  current  management  reports 
with  the  evaluation  criteria  is  made  in  order  to  test  the 
following  hypothesis: 

The  current  wing/base  level  management  reports 
resulting  from  Project  PRIME  possess  the  fundamental 
characteristics  of  management  reports  that  aid 
operating  managers  in  the  effective  and  efficient 
utilization  of  resources. 

Both  the  Management  Reports  from  the  Accounting 
System  for  Operations  and  the  Materiel  Expense  Management 
Reports  seek  to  provide  the  wing/base  level  manager  with 
the  information  necessary  to  plan  for  and  control  the 
utilization  of  available  resources.  These  two  categories 
of  reports  together  comprise  the  reporting  system  to  be 
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evaluated.  Although  the  criteria  that  have  been  developed 
are  general  in  nature,  they  will  now  be  specifically  applied 
to  the  Vling/Base  Level  Reporting  System  in  order  to  determine 
the  validity  of  the  hypothesis.  This  will  be  accomplished 
by  stating  each  criterion  and  then  comparing  the  reporting 
system  directly  with  it-  A  conclusion  of  satisfied,  par¬ 
tially  satisfied,  or  nc;.  satisfied  will  be  drawn  for  each 
criterion. 

Application  vf  Criteria  to  the  Wing/Base 
I'-vel  Reporting  System 

1.  The  Reporting  S/Ctem  Should  Provide  Timely  Information 
to  the  User 

Satisfied 

In  general,  timely  information  is  any  information 
that  reaches  the  decision-maker  in  time  for  him  to  evaluate 
it,  determine  a  course  of  action,  and  implement  that  action 
in  order  to  attain  the  desired  effect  before  the  problem 
becomes  unmanageable.  The  reports  within  the  V/ing/Base 
Level  Reporting  System  are  generated  at  frequencies  ranging 
from  everyday  for  the  Daily  Document  Register  to  only  when 
requested  for  the  Project  Fund  Management  Report.  The  more 
significant  reports  such  as  the  Cost  Center  Report  and  the 
Responsibility  Center  Report  are  normally  produced  monthly. 
However,  any  or  all  reports  can  be  produced  on  an  "as 
required"  basis  within  a  day.  This  near  instantaneous 
generation  of  the  management  reports  gives  the  manager 
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flexibility  to  request  and-utilize  -the  reports  as  the 
situation  dictates.1 

For  example,  the  Organization  Cost  Center  Due -Out 
List,  which  lists  all  firm  and  memo  due-outs  currently 
reflected  in  the  supply  channel,  is  generally  produced 
semi-monthly.  This  frequency  is  enough  to  satisfy  manage¬ 
ment's  needs  under  normal  circumstances.  However,  as  the  end 
of  a  fiscal  year  approaches,  the  cost  center  manager  would 
require  this  report  more  often  for  two  reasons.  First,  he 
must  have  sufficient  funds  available  to  purchase  those  due- 
outs  arriving  prior  to  the  end  of  the  fiscal  year.  Second, 
the  manager  must  have  sufficient  funds  available  for  the 
purchase  of  current  mission  requirements.  By  receiving  the 
report  more  often,  the  manager  is  better  able  to  accurately 
estimate  how  much  funds  are  required  to  meet  the  arriving 
due -outs  while  still  keeping  sufficient  funds  available  to 
meet  current  demands.  Thus,  the  reporting  system  has  aided 
the  manager  in  determining  "how  much  is  enough"  by  providing 
him  with  timely  information. 


2.  The  Reporting  System  Should  Provide  Accurate  Information 
to  the  User 

Satisfied 

Accurate  information,  like  timely  information,  is 
dependent  upon  the  relevant  circumstances  of  the  situation. 


^There  is  a  problem,  however,  with  the  use  of  "on 
demand"  reports  that  should  be  mentioned.  Managers  must  be 
aware  that  certain  reports  will  not  bo  output  unless  they  are 


reauested  and  must  know  w: .on  to  :  -.cuost  tno. 


ports.  Othcrwiso,  tho  reports  will  serve  no  usoful  purpose. 


As  James  A.  Huston  states:  11 .  .  .  unless  the  information 
is  accurate,  relevant,  and  current  it  serves  no  purpose."^ 
Prom  the  manager's  viewpoint,  information  is  accurate  only 
when  it  truthfully  reflects  the  resources  consumed  in 
accomplishing  organizational  objectives.  The  degree  of 
accuracy  is  also  a  matter  of  concern  to  the  manager.  The 
information  needs  to  be  accurate  only  to  the  extent  that  it 
sufficiently  serves  the  manager's  purposes. 

In  the  Air  Force  supply  system,  a  computer  generated 
document  is  prepared  to  account  for  the  transfer  of  materiel 
items  to  the  requisitioning  agency.  The  same  document  re¬ 
flects  the  stock  number ,  description,  and  cost  of  an  item 
for  charging  expenses  to  the  various  cost  center  accounts. 

The  accuracy  of  the  materiel  expenditures  can  be  verified 
provided  the  recipient  compares  the  items  he  receives  with 
the  items  described  on  the  issuing  document  at  the  time  of 
delivery.  As  already  noted,  the  Daily  Document  Register 
reflects  all  of  the  materiel  items  charged  to  an  organization. 
The  manager  can  verify  the  mathematical  accuracy  of  the 
reports  by  comparing  the  expense  figure  on  his  copy  of  the 
issuing  document  with  the  corresponding  entry  in  the  report. 
The  computer  compiles  the  materiel  expenses  of  each  organi¬ 
zation  and  uses  them  as  the  basis  for  the  dollar  costs  shown 
on  other  wing/base  level  financial  reports. 

James  A.  Huston,  The  Sinews  of  V/art  Army  Logistics 
I775-1953  (V/ashington:  Government  Printing  Office,  1966), 
p.  667. 
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In  the  non-materiel  areas  such  as  civilian  personnel 
and  temporary  duty  (per  diem)  costs,  the  Accounting  and 
Finance  agency  charges  the  appropriate  cost  or  responsibility 
center  for  the  actual  amount  of  the  expenses  incurred.  How¬ 
ever,  in  the  military  personnel  area,  expenses  are  based  on 
a  standardized  rate  of  cost  for  each  assigned  grade.  ^ 

The  wing/base  level  reports  reflect  the  dollar 
amount  of  the  expenditures  in  each  area  rather  than  the 
exact  dollar  and  cents  cost.  This  practice  of  eliminating 

cents  values  on  reports  is  called  whole-dollar  reporting  and 

2 

is  widely  used  in  financial  reporting.  The  lack  of  exact 
precision  in  the  reports  does  not  detract  from  their  useful¬ 
ness  to  the  manager  since  the  further  degree  of  accuracy 
that  cents  would  provide  does  not  materially  change  the 
significance  of  the  expenditures. 

3.  The  Reporting  System  Should  Provide  Understandable 
Information  to  the  User 

Partially  Satisfied 

Financial  reports  are  communicative  devices  which 
seek  to  present  the  reader  with  a  clear  and  concise  repre¬ 
sentation  of  the  situation.  As  Bower,  Schlosser  and  slat- 
kovich  state:  "Reports  should  be  clear  and  complete  .  .  . 

*4j,S.  Department  of  the  Air  Force,  Resource 
Manager’s  Handbook,  Air  Force  Manual  l?B-6  (Washington: 
Government  Printing  Office,  1969),  March  31,  1969,  p.  ii-3* 

p 

Bower,  Schlosser  and  Zlatkovich,  Financial 
Information  Systems,  p.  ip7 . 
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(and)  must  be  written  so  as  to  prevent  misunderstanding. 

The  wing/base  level  management  reports  present  the  cost  and 
responsibility  center  managers  with  a  reasonably  under¬ 
standable  picture  of  their  expenditures.  Although  each 
report  is  designed  to  serve  a  different  purpose,  a  common 
thread  runs  throughout  the  reporting  system  since  each 
report  reflects  activity  in  terms  of  dollar  costs.  The 
dollar  unit  serves  as  a  common  denominator  that  enables  and 

facilitates  the  joint  use  of  different  reports. 

2 

Several  of  the  reports  contain  columnar  headings 
and  line  entry  descriptions  that  are  easily  understood  by 
the  user.  However,  other  reports  contain  numerous  codes, 
abbreviations,  and  acronyms  that  obscure  the  significance  of 
the  material  presented.  A  prime  example  of  this  is  the 
PFMR/OCCR  Status  Report  and  Reconciliation  report.  From 
this  report  title  alone,  you  may  or  may  not  recognize  this 
as  the  Project  Fund  Management  Record/Organization  Cost 
Center  Record  Status  Report  and  Reconciliation. ^  Other 
problem  areas  are  in  the  use  of  abbreviated  line  entries 
such  as  "GSP  EEQ,  SF  BEMO  EQ",  which  represents  "General 
Support  Stock  Fluid,  Base  Equipment  Management  Office 

■^Bower,  Schlosser  and.  Zlatkovich,  Financial 
Information  Systems,  pp.  233-2314-. 

2 

Responsibility  Center  Report,  Wing/Base  Management 
Report,  Project  Fund  Management  Record  Report,  Stock  Fund 
Sales  and  Returns  Analysis,  and  Organization  Cost  Center 
Record  List. 

•i 

^This  report  contains  the  supply  and  equipment  funds 
status  of  each  cost  center  within  a  responsibility  center. 
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Equipment"  and  appears  on  tho  Cost  Center  Report.  Further¬ 
more,  this  abbreviation  doesn't  match  very  well  the  words  it 
is  intended  to  represent.  Also,  the  Daily  Document  Register 
includes  a  significant  amount  of  \midentified  coded  data  a3 
illustrated  in  Figure  9,  page  76.  In  comparison,  the 
Organization  Cost  Center  Due-Out  List,  as  illustrated  in 
Figure  11,  page  80,  contains  a  sufficiently  identified  docu¬ 
ment  number  consisting  of  four  types  of  coded  data. 

Some  of  these  problems  could  be  alleviated  by 
relatively  simple  changes  in  the  reporting  format  while 
others  would  be  much  more  difficult  to  correct  or  improve. 

For  instance,  the  Project  Fund  Management  Record/Organization 
Cost  Center  Record  Status  Report  and  Reconciliation  could 
easily  be  improved  by  the  addition  of  one  line  of  heading 
substituting  a  clear  text  title  for  the  abbreviated  title. 

On.  the  other  hand,  the  Organization  Cost  Center  Due -Out 
list  and  the  Daily  Document  Register  would  require  major 
changes  in  report  structure  in  ordor  to  replace  abbreviations 
with  clear  text  and  to  provide  appropriate  columnar  head¬ 
ings,  respectively.  The  important  difference  is  that  there 
is  a  point  at  which  attempts  to  simplify  and  improve  tho 
reports  must  cease,  and  action  taken  to  increase  the  user's 
capacity  for  under standing  the  information  presented  in  the 
reports.  Taken  together,  the  wing/base  level  reports 
partially  satisfy  the  criterion  of  providing  understandable 
information  to  the  user.  The  reporting  system's  chief 
strength  lies  in  the  use  of  tho  common  denominator  of  dollar 


measurement,  while  its  major  weakness  is  in  the  excessive 

i 

use  of  acronyms,  abbreviations,  and  codes. 

The  Reporting  System  Should  Provide  for  Measurement  of 
the  Activity  'Being  managed 

Satisfied 

The  W ing/Base  Level  Reporting  System  measures  the 
performance  of  cost  centers  and  responsibility  centors  in 
terms  of  the  dollar  costs  incurred  in  the  use  and  con¬ 
sumption  of  resources.  Examination  of  the  Cost  Center  Re¬ 
port,  the  Responsibility  Center  Report,  and  the  Wing/Base 
Management  Report  reveals  that  resource  consumption  by 
element  of  expense,  by  cost  center,  and  by  responsibility 
center,  respectively,  is  measured  in  dollar  units. 

Similarly,  all  the  Materiel  Expense  Management  Reports 
measure  transactions  involving  supplies  and  equipment  in 
terms  of  dollar  costs. 

Dollar  units  are  acceptable  as  a  measure  of  the 
performance  of  an  activity  for  several  reasons.  First,  a 
dollar  measuring  unit  permits  the  addition  of  things  or 
amounts  for  reporting  purposes.  A  typical  activity  uses 
materials,  equipment,  and  manpower  in  its  operation.  The 
performance  of  the  activity  could  be  stated  in  pounds  of 
raw  materials  consumed,  hour’s  of  labor-  incurred,  units  of 
output  produced,  or  other  similar  measures.  However,  putting 
such  varied  units  all  together  in  one  roport  would  be  c  n- 

i 

1 

fusing.  Although  such  a  report  would  bo  entirely  correct 
from  a  descriptive  point  of  view,  there  would  bo  no  way  to 
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add  these  different  units  in  a  numerical  sense.  In  terms  of 
the  types  of  decisions  and  actions  that  are  involved,  it  is 
more  meaningful  to  express  the  performance  of  the  activity 
in  a  common  denominator,  dollars.  Second,  a  dollar  measuring 
unit  facilitates  the  comparison  of  one  thing  with  another. 

For  example,  a  manager  may  bo  considering  the  substitution 
of  one  raw  material  for  another.  It  can  be  readily  de¬ 
termined  that  an  expensive  material  will  actually  cost  less 
than  an  inexpensive  material  only  when  the  savings  and  ad¬ 
vantages  of  reduced  worker  time,  electricity,  or  storage 
space  are  expressed  in  terms  of  dollars.  Finally,  the  use 
of  a  dollar  measuring  unit  facilitates  mathematical  analysis 
and  computation.  For  instance,  the  aggregate  operating  costs 
may  be  divided  by  units  of  output  to  establish  a  unit  cost. 

Or  the  amount  of  materials  requisitioned  may  be  added  to  the 
amount  already  on  hand  minus  what  has  been  used  in  ord^r  to 
establish  what  should  bo  on  hand  now.  In  short,  financial 
data  may  be  combined  or  related  in  various  ways  to  establish 
bases  for  interpretation,  comparison,  or  forecasting  future 
results  of  operations.1 

Although  the  dollar  is  generally  acceptable  as  a 
unit  of  measurement,  it  has  several  drawbacks  which  should 
be  recognized.  A  dollar  today  does  not  have  the  same  value 
as  a  dollar  did  yesterday  or  will  have  tomorrow.  The  dollar, 
as  with  any  unit  of  measurement,  can  be  distorted  by 

'Vatter,  Accounting  Keasuromonto  for  Financial 
Reports,  pp.  4-6. 


individuals  to  their  own  personal  advantage. ^  Managers 
must  be  resistant  to  attempts  by  individuals  within  the 
organization  to  distort  the  measure.  For  example,  a  trans¬ 
portation  manager  may  cut  back  on  bench  stock  fills  or  limit 
the  amount  of  maintenance  performed  in  the  motor  pool  as  the 
end  of  the  fiscal  year  approaches  and  budgeted  funds  become 
scarce.  While  these  actions  may  help  the  manager  to  remain 
within  the  budget,  their  total  effect  on  the  organization 
may  be  extremely  detrimental.  Flight  line  maintenance  and 
supply  delivery  vehicles  may  be  reduced  to  a  critical  status, 
tnus  negatively  affecting  the  entire  wing/base  operation. 

5.  The  Honor  tina:  Svstcm  Should  Provide  Information  for  the 
Planning  Process 

Fartially  Satisfied 

Managers  must  plan  for  the  allocation  of  men, 
materiel,  equipment,  and  facilities  in  accomplishing  organi¬ 
zational  objectives.  Basically,  planning  involves  deciding 

2 

what  to  do,  how  to  do  it,  and  when  to  do  it.  The  Wing/Base 
Level  Reporting  System  partially  satisfies  the  manager's 
requirements  for  planning  information.  The  manager  is  pro¬ 
vided  with  some  very  important  information  for  the  develop¬ 
ment  of  planning  premises.  The  Management  Reports  from  the 

■'’George  C.  Horngren,  Accounting  for  Management 
Control:  An  Introduction  (Fnglev?ood  Cliffs:  Prentice -Hall, 
ihc . ,  ) ,  p,  295. 

^M.  H.  Schwartz,  "HIS  Planning,"  Datnrm.tion,  XVI 
(Soptcmber  1,  1970),  p.  10. 
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Accounting  System  for  Operations  provide  the  manager  with 
information  on  the  consumption  of  manpower  and  materiel  re¬ 
sources  and  the  budgetary  fund  balances  which  can  be  applied 
to  the  various  resources.  Furthermore,  managers  can  see  how 
actual  expenses  compare  to  approved  budget  allocations.  The 
Materiel  Expense  Management  Reports  provide  the  manager  with 
detailed  information  on  the  use  of  supplies  and  equipment 
resources. 

The  Wing/Base  Level  Reporting  System  is  useful  to 
the  manager  in  the  formulation  of  budgets.  Budgets  are  a 
very  important  type  of  plan  to  the  military  manager.  The 
budget  of  a  governmental  body  is  largely  restrictive  in 
nature,  imposing  upper  limits  on  expenditures  for  various 
purposes  which  have  been  approved  by  the  legislature.  Gen¬ 
eral  business  budgets,  on  the  other  hand,  are  an  expression 
of  standards  as  to  the  best  means  of  achieving  certain  ob¬ 
jectives  under  the  conditions  that  are  expected  to  prevail 
during  the  period  to  which  the  budgets  relate. ^  The  nature 
of  governmental  budgets  partially  explains  the  heavy 
emphasis  on  funds  control  that  is  found  in  the  YJing/Base 
Level  Reporting  System. 

In  order  to  aid  managers  in  the  preparation  of 
plans,  the  management  reporting  system  should  provide  in¬ 
formation  which  relates  past  expenditures  to  the  conditions 

— 

Gordon  Shilling law,  Cost  Accounting:  Analysis  and 
Control  (Homewood:  Richard  D.  Irwin,  Inc.,  1961),  p.  31* 
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which  caused  the  past  data, to  behave  as  they  did.  While 
the  Wing/ Base  Level  Reporting  System  provides  information 
on  past  and  current  operating  performances,  resource  con¬ 
sumption,  and  financial  position,  it  does  not  relate  these 
factors  to  the  accomplishments  of  the  organization.  In 
other  words ,  the  reports  do  not  show  the  manager  what  he  did 
with  the  resources  he  consumed.  Such  a  condition  hinders 
the  planning  process  3ince  the  plans  developed  by  the  man¬ 
ager  must  be  based  on  an  analysis  of  the  resource  inputs 

p 

and  the  organizational  outputs  to  which  they  relate. 

The  Wing/Base  Level  Reporting  System  provides  useful 
information  for  the  development  of  planning  premises  and 
budgets.  However,  since  planning  is  hindered  by  the  failure 
to  relate  resource  inputs  to  organizational  outputs,  it  must 
be  concluded  that  the  criterion  of  providing  information  on 
the  planning  process  is  only  partially  satisfied. 

6.  The  Reporting  System  Should  Provide  Information  for  the 
Control  Process 

Hot  Satisfied 

The  Wing/Base  Level  Reporting  System  does  not 
facilitate  management  control.  The  control  process  re¬ 
quires  (1)  the  establishment  of  standards,  (2)  the  meas¬ 
uring  of  performance  against  these  standards,  and  (3)  the 

■^Leon  E.  Hay,  "What  Is  An  Information  System?" 
Business  Horizons,  Volume  XIV,  Humber  1,  February,  1971» 
p7“5t7 

p 

Shillinglaw,  oost  Accounting;  Analysis  and  Control, 


p.  23. 
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correcting  of  deviations  from  standards  and  plans.  The 
Wing/Base  Level  Reporting  System  adequately  measures  the 
performance  of  an  activity,  but  it  does  not  report  standards 
for  use  by  management  in  making  comparisons.  The  com¬ 
parison  of  actual  performance  against  a  standard  was  pre¬ 
viously  identified  as  the  essence  of  control. 

An  analysis  of  the  Management  Reports  from  the 
Accounting  System  for  Operations  reveals  a  somewhat  feeble 
attempt  to  provide  the  manager  with  standards  from  which  he 
can  make  comparisons  and  quickly  spot  significant  deviations 
from  the  plan.  By  calculating  ’’percentage  norms’1  for  the 
specific  time  period  involved,  the  manager  can  supposedly 
make  meaningful  comparisons  with  his  actual  performance. 

The  "percentage  norms"  are  available  from  the  base  budget 
officer  and  not  actually  printed  on  the  reports.  They  are 
merely  expressions  of  the  percentage  of  time  that  has  elapsed 
in  relation  to  the  current  semi-annual  period  and  to  the  full 
fiscal  year.  For  instance,  the  "percentage  norms"  for  re¬ 
ports  as  of  31  October  would  be  66  2/3 ?®  of  the  cumulative 
quarterly  programs  (July-Dee ember  period)  and  33  1/3$  of  the 
full  annual  program.  However,  these  norms  are  of  little  if 
any  use  in  actual  practice.  The  calculation  method  assumes 
that  resource  consumption  is  evenly  distributed  throughout 
the  year.  In  other  words,  seasonal  factors  and  increases 
or  decreases  in  mission  operations  are  disregarded.  There¬ 
fore,  these  norms  cannot  be  considered  standards. 

The  V/ing/Bano  Level  Reporting  Sys,tom  fails  to  provide 
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the  manager  with  meaningful  standards  on  which  he  can  base 
comparisons  in  evaluating  organizational  performance.  The 


manager  must  construct  standards  intuitively  each  time  he 
examines  the  reports  in  search  of  deviations  from  the  plan. 
Therefore,  it  must  be  concluded  that  the  Y/ing/Base  Level 
Reporting  System  does  not  satisfy  the  criterion  of  pro¬ 
viding  information  for  the  control  process. 


7.  The  Reporting  System  Should  Provide  Information  on 
Trends 

Partially  Satisfied 

Managers  are  made  ax-rare  of  trends  when  current 
performance  is  reported  in  proper  relationship  to  previous 
experience.  Ideally,  reports  should  include  the  foiloxring 
types  of  information  each  time  they  are  output  to  manage¬ 
ment: 

1.  Historical  activity  for  the  preceding  six  to 
twelve  reporting  periods. 

2.  Cxur-rent  period  activities. 

3.  Cumulative  resxxlts,1 

The  outputs  of  tho  Wing/Base  Level  Reporting  System 
include  information  on  the  cxxrrent  period' s  performance  as 
well  as  cxamulative  totals  for  the  quarter  and  the  year. 

The  manager  gets  some  indication  of  the  trend  of  expendi¬ 
tures  by  analyzing  the  cumulative  totals  and  current 


^For  example,  the  Air  Force  Logistics  Command  D056 
Product  Performance  Reporting  System  reports  trends  in  an 
excellent  manner.  In  addition  to  those  features  mentioned 
above,  tho  D05>6  reporting  system  "loo  informs  tho  reader  in 
narrative  form  of  the  nature  of  the  trends  being  evaluated,. 
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activity.  However,  he  does  not  get  a  complete  picture  of 
related  performance  in  the  past  since  the  reports  do  not 
include  the  historical  performance  of  previous  periods.  The 
inclusion  of  historical  data  on  the  reports  is  a  very  de¬ 
sirable  feature  that  facilitates  the  observation  and  analysis 
of  trends.  Of  course,  the  manager  is  not  precluded  from 
saving  the  reports  for  file  reference  or  charting  the  infor¬ 
mation  over  time  if  he  is  so  inclined.  For  these  reasons, 
the  V/ing/Base  Level  Reporting  System  only  partially  satisfies 
the  criterion  of  providing  information  on  trends. 

Summary  of  Comparative  Analysis 

The  results  of  the  evaluation  of  the  Wing/Base  Level 
Reporting  System  arc  summarized  in  Table  1,  where  each 
report  is  individually  rated  against  each  criterion.  The 
conclusions  drawn  for  the  two  report  categories  and  for  the 
overall  Wing/Base  Level  Reporting  System  are  based  on  the 
arbitrary  decision  rules  stated  in  Chapter  2. 

Two  reports  from  the  Materiel  Expense  Management 
Report  category,  the  Project  Fund  Management  Record  Report 
and  the  Daily  Document  Register,  wore  considered  "not 
applicable"  for  rating  against  the  criterion  of  providing 
information  on  trends.  The  Project  Fund  Management  Record 
Report  is  issued  only  when  budget  targets  are  changed  in  the 
operating  expense  budget  of  an  activity.  This  report  is 
primarily  a  verification  device  for  the  monitoring  and 
validating  of  tho  budget  target  changes  and  is  not  intended 
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to  provide  information  on  trends.  The  Daily  Document  Regis¬ 
ter  also  is  not  intended  to  provide  information  on  trends. 
This  report  is  primarily  used  by  the  cost  center  manager  to 
review  the  nature  and  type  of  materiel  transactions  that 
occur  on  a  particular  business  day. 

It  can  be  seen  from  'fable  1  that  the  Wing/Base  Level 
Reporting  System  fails  to  satisfy  the  criterion  of  providing 
information  for  the  control  process.  Therefore,  the 
hypothesis  must  be  rejected  since  the  Wing/ Base  Level  Report¬ 
ing  System  fails  to  satisfy  or  partially  satisfy  all  the 
evaluation  criteria. 


Chapter  7 

SUMMARY  AND  CONCLUSIONS 

The  purposo  of  this  thesis  was  to  define  the 
characteristics  which  should  be  found  in  a  reporting  system 
that  aids  managers  in  the  effective  and  efficient  use  of 
resources  and  to  determine  the  extent  to  which  the  Wing/Base 
Level  Reporting  System  meets  these  characteristics.  The 
characteristics  which  should  be  found  in  a  reporting  system 
were  developed  through  a  comprehensive  review  of  the  liter¬ 
ature  pertaining  to  the  areas  of  management  reporting  and 
management  information  systems.  These  characteristics  be¬ 
come  the  criteria  by  which  to  evaluate  the  Wing/Base  Level 
Reporting  System. 

The  major  emphasis  in  the  literature  review  was 
placed  on  matorial  relating  to  management  information  systems 
in  the  commercial  business  sector.  The  literature  from 
governmental  and  military  sources  primarily  provided  back¬ 
ground  information  and  descriptive  material.  This  approach 
could  be  taken  because  both  public  and  private  agencies  are 
concerned  with  the  effective  and  efficient  use  of  resources 
in  the  accomplishment  of  organizational  objectives.  Despite 
the  differences  that  do  exist  between  nonprofit  organizations 
and  profit-oriented  companies,  the  reporting  svatem  for  each 
typo  should  share  the  same  basic  characteristics. 
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Summary 

The  Department  of  Defense  has  developed  various 
resource  management  systems  which  are  oriented  to  the  needs 
of  managers  at  all  levels.  In  particular,  a  reporting 
structure  to  aid  Air  Force  wing/base  level  managers  in  the 
effective  and  efficient  use  of  resources  has  been  established 
as  a  result  of  Project  PRIME.  The  Wing/Base  Level  Reporting 
System  consists  of  the  Management  Reports  from  the  Accounting 
System  for  Operations  and  the  Materiel  Expense  Management 
Reports. 

The  basic  problem  addressed  in  this  research  was  a 
test  of  the  hypothesis  that  the  current  wing/base  level 
management  reports  resulting  from  Project  PRIME  possess  the 
fundamental  characteristics  of  management  reports  that  aid 
operating  managers  in  the  effective  and  efficient  use  of 
resources.  Several  actions  were  taken  in  order  to  test 
this  hypothesis.  First,  a  definition  of  the  characteristics 
which  should  be  found  in  management  reports  that  aid  man¬ 
agers  in  the  effective  and  efficient  use  of  resources  was- 
formulated  (Chapter  4)»  Next,  a  description  of  the  manage¬ 
ment  reports  currently  utilized  at  Air  Force  wing/base  level 
as  a  result  of  Project  PRIME  was  prepared  (Chapter  5)* 
Finally,  an  evaluation  of  the  Air  Force  wing/base  level 
management  reports  was  accomplished  through  comparison  with 
the  characteristics  which  should  be  found  in  management  re¬ 
ports  that  aid  functional  managers  in  the  effective  and 
efficient  use  of  resources  (Chapter  6). 
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Conclusions 

An  examination  of  the  literature  pertaining  to 
management  information  systems  and  reporting  systems  pro- 
1  vided  the  basis  for  the  criteria  which  were  used  to  evaluate 

the  wing/base  level  management  reports.  The  criteria  are: 

1«  The  reporting  system  should  provide  timely 
information  to  the  user. 

2.  The  reporting  system  should  provide  accurate 
information  to  the  user. 

3*  The  reporting  system  should  provide  understand¬ 
able  information  to  the  user. 

I4..  The  reporting  system  should  provide  for  measure¬ 
ment  of  the  activity  being  managed. 

5.  The  reporting  system  should  provide  information 
for  the  planning  process. 

6.  The  reporting  system  should  provide  information 
for  the  control  process. 

7.  The  reporting  system  should  provide  information 
on  trends. 

Each  of  the  criteria  was  considered  of  equal  importance  for 
evaluation  purposes.  Furthermore,  it  was  decided  that  the 
Wing/Base  Level  Reporting  System  must  satisfy  or  partially 
satisfy  all  the  criteria  in  order  to  accept  the  hypothesis. 

It  was  concluded  that  the  Ving/Base  Levd  Reporting 

* 

System  satisfies  the  criteria  of  providing  timely  infor- 

»< 

nation  (Criterion  Number  1),  providing  accurate  information 
(Criterion  Number  2),  and  providing  for  measurement  of  the 


activity  (Criterion  Number  i|).  Howevor,  the  hypothesis  must 
be  rejected  because  the  Wing/Base  Level  'deporting  System 
fails  to  satisfy  to  any  extent  one  criterion.  The  criterion 
of  providing  information  for  the  control  process  (Criterion 
Number  6)  was  not  satisfied.  The  Wing/Base  Level  Reporting 
System  fails  to  provide  the  manager  with  standards  on  which 
he  can  base  comparisons  in  evaluating  organizational  perform¬ 
ance.  It  was  pointed  out  in  Chapter  I},  that  standards  are 
necessary  for  the  control  process. 

Though  not  contributing  to  rejection  of  the 
hypothesis,  several  areas  of  weakness  were  indicated  by  the 
criteria  which  were  only  partially  satisfied.  The  Wing/Base 
Level  Reporting  System  only  partially  satisfied  the  criteria 
of  providing  und erst and able  information  to  the  user  (Cri¬ 
terion  Number  3)»  providing  information  for  the  planning 
process  (Criterion  Number  5),  and  providing  information  on 
trends  (Criterion  Number  7).  The  Wing/Base  Level  Reporting 
System  makes  extensive  use  of  codes,  abbreviations,  and 
acronyms  that  obscure  the  meaning  and  significance  of  the 
information  presented.  Furthermore,  the  VJing/Base  Level 
Reporting  System  does  not  relate  resource  consumption  to 
the  accomplishments  of  the  organization.  It  was  explained 
in  Chapter  6  that  such  a  condition  hinders  the  planning 
process  since  the  plans  formulated  by  the  manager  must  be 
based  on  an  analysis  of  resource  inputs  and  the  organi¬ 
zational  outputs  to  which  they  relate.  Finally,  the 
Wing/Baso  Level  Reporting  System  docs  not  include  information 
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on  the  historical  performance  of  previous  periods.  Trend 
analysis  is  facilitated  when  the  manager  is  provided  infor¬ 
mation  on  historical  performance,  current  activity,  and 
cumulative  results.  The  omission  of  historical  performance 
makes  it  difficult  for  the  manager  to  get  a  complete  picture 
of  related  performance  in  the  past.  j 

The  Ving/3ase  Level  Reporting  System  is  weak  in  the 
areas  of  under standabili ty,  planning  information,  and  trend 
information.  These  deficiencies  can  and  should  be  corrected 
through  relatively  minor  changes  in  the  computer  programs  ' 

and  data  files  used  to  generate  the  reports. 

Recommendations  for  Further  Study 

The  failure  to  incorporate  standards  into  the 
Wing/Base  Level  Reporting  System  is  a  serious  deficiency. 

Action  vail  ultimately  have  to  be  taken  to  correct  this 
deficiency  if  the  system  is  to  be  used  successfully  by  Air 
Force  managers.  This  problem  can  be  resolved,  however  it 
was  beyond  the  scope  of  this  research. 
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